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TO FIELD WORKERS: 


The Prudential 





Is now offering to men 

who can write Ordinary 

ec business most advantage- 

Ais ous contracts, with liberal 

SN fe a \ first year and renewal 

ONT ae el | COMMssions,securing not 

= only immediate returns, 

but also a continually in- 

creasing annual income, 

the direct result of sys- 

tematic, intelligent effort. 
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varied line of policies on 

both Participating and 

Non-participating plans, 
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© meet any condition oremergency. Address 
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Home Office, Newark, N. J. 


Bouis leg Big 
GIBRALTAR Fi 





Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 





The Liverpool and 


London and Globe 
Insurance Company 


OF LIVERPOOL, ENGLAND. 
A STOCK COMPANY. 
Established 1836, Entered United States 1848, 
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ASSETS (Market Values), Jan. 1, 1903. .$82,833,726.16 
LIABILITIES 76,178,960.43 
SURPLUS 6,654,765.73 


MUTUAL BENEFIT POLICIES 


CONTAIN 


Special and Peculiar Advantages 
Which are not combined in the 
POLICIES OF ANY OTHER COMPANY. 


THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
“The Leading Industrial Insurance Company in America.” 





Pays over Three Hundred and Twenty Death Claims 
Daily. Insurance in Force of over $1,210,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 
— knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. Itis within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 


Northern Assurance Co. 


OF LONDON, ENG. 
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Admitted Cash Assets . : - $3,423,230.90 
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Net Surplus in United States . $1,424,614.79 
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Company’s Building : : 38 Pine Street, New York 
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The = 
National 

Assurance 
Company 


OF IRELAND. 
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INDIVIDUAL FIRE UNDERWRITERS 


$250,000.00 Cash in Mercantile Trust Co. 
__ 75° 000.00 Subject to Cail. 


OF ST. LOUIS eH eH cH HE eK eH $:1,000,000.00 Total Available Assets. 
LICENSED BY THE INSURANCE DEPARTMENT OF MISSOURI 


THE UNDERWRITERS ARE 


a ago L. ALLEN, President Fulton Iron Works. 
XBY, Pre sident American Car and Foundry Co. 
R. SBROO KINGS, Vice-Prest. Sam'l Cupples Woodenware Co. 
JAMES CAMPBE ‘oe Banker. 
MURRAY CARLE TON, President Carleton Dry Goods Co, 
H. N. DAVIS, Presiden tSmith & Davis Mfg. Co. 
JOHN D. DAVIS, Lawyer. 
R. B. DULA, Managing Director Continental Tobacco Co. 
D. R. FRANCIS, President D. R. Francis & Bro. Commission Co. 
JOS. M. HAYES, President Jos. M. Hayes Woolen Co. 
ee M. KENNARD, President J. Kennard & Sons Carpet Co. 
. I. LIONBERGER, Lawyer. 


P. C. MAFFITT, Capitalist. 

GEORGE D. MARKHAM, Senior Partner W. Il. Markham & Co. 
BisAS MICHAEL, Sec'y and Treas. Rice-Stix Dry Goods Co. 

I. W. MORTON. Advisory Director Simmons Hardware Co. 
THOMAS IL McKITTRICK, Pres. Hargadine-McKittrick D.G. Co. 
DANIEL C. NUGENT, Ist V.-Pres't ‘B. Nugent & Bro. D. G. Co. 
EBEN RICHARDS, V ice-Pres't Mexican Central Railroad. 
JOHN SCULLIN, Capitalist. 

E. C. SIMMONS, Advisory Director Simmons Hardware Co. 
CORWIN H. SPENC ER, Capitalist. 

D. D. WALKER, Capitalist. 

FESTUS J. WADE, President Mercantile Trust Co. 


ROLLA WELLS, Mayor of St. Louis, and President American Stee] Fdy. Co. 


Applications to W. H. MARKHAM & CO., Attorneys and Managers, Century Building, St. Louis 
Will write True Surplus Business only 





What is the use of saying ‘‘the best 
company,’’ or ‘‘the strongest com- 
pany,’’ or ‘‘the largest company ’’? 

They all say these things. 

We say simply 


The Penn Mutual 


Life-Insurance Company 


of Philadelphia. 
Organized 1847. 


That tells the whole story. 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 











Men of Character are attracted 
to the Agency Force of the 
Northwestern 

Because the Northwestern ac- 
cepts business only from regu- 
lar agents of the Company ; 

Because } 
command 
dollar. 


Northwestern policies 
100 cents on the 

Rebating has been 
prohibited for ten years. 

Northwestern commissions are for 
Northwestern agents. 

BEST RESULTS TO POLICY-HOLDERS. 
Most ATTRACTIVE PCLICIES 
ISSUES PARTNERSHIP AND Somincn A- 
TION INSURANCE. 


For further information or an Agency, 
address : 


H. F. NORRIS, 
Superintendent of Agencies. 














The 
Northwestern 


Mutual Life-Insurance 
Co. of Milwaukee. 


H. L. PALMER, President. 


J. W. SKINNER, Secretary. 
Organized 1$57. 


Assets, Jan. I, 1903, 

Liabilities, including 
$25.424,594 surplus 
accumulations held 
to meet tontine and 
semi-tontine con- 
tracts 


$165,042,435.3 


159,564, 804.5 


General Surplus - $5,477, 630. SI 


Business of 1902 largest in history 
of Company. 


Purely Mutual and transacts busi- 
ness only in the United States. 














GEORGE T. DEXTER, SUPERINTENDENT DOMESTIC AGENCIES, 


Mutual Life Insurance Company of New York. 
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GLIMPSES OF LIFE INSURANCE IN UTOPIA. 


Facts and Fancies Woven into an Interesting Account of How the Ideal Life Insurance 


Company Does Business. 


READ By W. H. DYER BEFORE THE CINCINNATI LIFE UNDERWRITERS’ ASSOCIATION. 


We all have day dreams and occa- 


sionally in our wakeful moments 
**build castles in Spain.” In our rev- 
eries we sometimes visit Utopia. 


Utopia is a favorite resort of tourists. 
It has all the advantages of a most 
advanced civilization. Utopia has life 
companies. The Utopia life is one of 
its most prominent financial 
tutions—flourishing and successful. So 
highly is it regarded that to be con- 
is considered to be a 


institu- 


nected with it 
distinguished honor. 
as a humane and benificent as well as 
It is a wholly 


It is recognized 


a business institution. 
mutual company. 
The laws of Utopia allow life com- 
panies to be organized in one of three 
different ways. First, wholly mutual, 
owned and controlled by its members. 
Second, with a guarantee capital shar- 
ing control with its membership but 
otherwise purely mutual. Third, strict- 
ly stock. If organized upon the 
wholly mutual plan twelve hundred 
acceptable applicants for not less than 
$1,000 each must be secured and the 
premiums called for paid before it can 
commence business or issue a policy. 
If upon the mutual plan with a 
guarantee capital, that capital must 
be $200,000 all paid in cash before 
the company can begin business. This 
capital is entitled to dividends of 7 


per cent. per annum payable semi- 
annually until the surplus of the com- 
pany, exclusive of capital stock, is. 
$100,000, when in accordance with 
the reduced risk, the stock dividend is. 
reduced to 6 per cent. per annum. 
This rate continues until the surplus as 
aforesaid reaches $150,000, when the 
But 


amounts to 


rate is reduced to § pet cent. 
when the said surplus 
$250,000, and so long as it remains at, 
or is above that figure the guarantee 
capital receives only the rate of net 
interest received by the company. 
Thus it is remunerated according to 
the risk it assumes. 

Whenever the actual surplus, that is 
exclusive of guarantee capital, is $500,- 
ooo or more, then at the option of the 
members the guarantee capital may be 
retired by paying the holders thereof 
par for their holdings. The capital 
of stock companies must be at least 
$1,000,000, and all fully paid, before 
a policy can be issued. Stock com- 
panies cannot issue participating pol- 
icies at mutual rates, which there as 
here are higher than stock or non- 
participating rates. 

If the stockholders are in the business 
for profit, they must take and not ask 
members to share the risks of the 
business. Vice versa, mutual compa- 
nies cannot issue policies other than par- 
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ticipating, and only at their regular 
mutual rates. There cannot be two 
classes of policyholders so far as rates 
are concerned in the Utopia mutual 
life companies. 

There are no so-called mixed com- 
panies in Utopia. <A stock capital of 
$100,000 cannot own and _ control 
$350,000,000 of assets contributed in 
mutual premiums by policyholders for 
their own protection. In the mutual 
companies the directors or trustees are 
elected by a vote of the members. 
They are elected in classes and each for 
three years, or one-third each year. 
Each member has one vote for each 
$1000 of his insurance and an additional 
vote for each $100 of reserve upon his 
policy—a share in management pro- 
portioned to his financial interest in 
the company. The number of direct- 
ors or trustees is fixed at 21. 

¥ 
Agents Have Voting Powers. 

In the Utopia Life three of these 
are elected by the agents. Each 
agent who is a policyholder and who 
has been connected with the company 
under direct appointment or contract 
during the three immediately and prior 
consecutive years, has one vote for each 
$1,000 of premiums collected by him 
during the previous year. This privi- 
lege recognizes the fact that the man 
who has made an 
company his business and occupation, 


agency of the 


and whose financial future is depen- 
dent upon the company’s success, is 
the one who has the greatest financial 
and business interest in the corpora- 
tion. 

In companies having a guarantee 
capital, the stockholders elect 9, the 
members 9, and following the Utopia 
the agents 3 Before the 
meeting of a 


directors. 


annual mutual com- 


pany a ballot is mailed every member 


entitled to vote, telling for how many 
trustees he may vote and to how many 
At the annual 
meeting a nominating committee of 


votes he is entitled. 
members is chosen. The names they 
recommend are printed on this ballot. 
The voter can vote for them or write 
in other names. He marks, signs and 
returns the ballot to the home office 
and it is counted. He participates in 
the control of the company. The 
company is in the control of those to 
whom it belongs. 
nected therewith has a vote equal in 
effect to his financial interest therein. 
In Utopia the principle involved in the 
old Revolutionary War cry, ‘* No tax- 
ation without representation,” is recog- 
nized. 

Utopia is a Republic. It is a union 
of six different states, Altruria, Enthu- 
siasma, Optimista, Oneideana, Fana- 
tica and Socialista. The first three 
are in the uplands, with salubrious 


Every person con- 


The last two abound with 
swamps, marshes, fogs and malaria. 
The Utopia life does business princi- 


conditions. 


cipally in the first three, a little perhaps 
in the fourth, but very carefully se- 
lected. It sees no good reason to 
operate throughout the whole republic. 
It believes the welfare of its member- 
ship is best subserved by confining its 
field to those localities possessing the 
best sanitary conditions and whose 
inhabitants are engaged in the most 
healthful and rational pursuits. 

The Utopia believes that favorable en- 
vironments and habits should not be 
called upon in a mutual life company 
to share the greater perils of risks 
otherwise situated and employed. 

The Utopia Life has $500,000,000 of 
insurance in force with assets and in- 
come in proportion. It is considered 
by its management to be large enough 


and its business sufficiently scattered to 
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enable it to perform in the highest 
degree, and most satisfactory and econ- 
omical manner, all the functions of a 
purely mutual life insurance company 
managed solely in the interest and for 
the benefit of its members. It seeks 
for only as much new business each 
year as is marked off its books during 
the year. The company in its early 
days fixed a limit to the amount of new 
business it would issue yearly. That 
limit was twenty per cent. of the 
amount in force at the beginning of 
the year. 

This limit prevailed until the com- 
pany had $250,000,000 of insurance in 
force.. From that time until its in- 
surance amounted to $500,000,000 the 
fixed annual limit was $50,000,000. 
Now having secured its desired amount 
of $500,000,000 in force, it seeks only 
to keep that amount good. It has, 
partly in consequence, a low expense 
ratio and its mortality ratios are favor- 
able. This same course of procedure 
governs all other Utopian life insurance 
companies with similar results. 


¥ 
No High Pressure Business. 


The Utopia Life, being managed 
solely in the interest and for the benefit 
of its members, is not burdened by an 
ambition to become the greatest in size 
or to transact in any one or more years 
the greatest volume of business. Hence, 
it can and does carefully select its 
agents and medical examiners, employ- 
ing no one in either capacity who does 
not furnish the most ample evidence of 
being a man of honor, integrity, faith- 
fulness and ability, and hence, also, 
does not feel in the least degree com- 
pelled to take into its service, either 
directly or indirectly, men who cannot 
measure up to its standard, but who 
may by methods of their own be able 


to secure an application and deliver a 
policy. Character, not nerve; reputa- 
tion, not gall, are sought for in the 
selection of agents. Honor, charac- 
ter and ability are requisites. Natur- 
ally it follows that, having confidence 
in their agents and examiners, the 
Utopia Life has no use for detective 
inspectors, or inspecting detectives, or 
bureaus, or agencies to investigate ap- 
plicants. It knows that the reports of 
such inspections are not only liable to 
be erroneous, but in order to prove their 
worth must in great measure be ad- 
verse. 

It believes that, with its field organ- 
ized as it is, such methods would be not 
only a wanton waste of money, an in- 
defensible extravagance, but a detri- 
ment to the company and an insult to 
its entire field force. And hence, also, 
the Utopia never wholly declines a risk 
which is advised and approved by both 
its agent and its medical examiner. 
Sometimes, forming his judgment upon 
the carefully prepared and minutely an- 
alyzed statistics at hand, the medical 
director approves an applicant for a 
policy with a term shorter than that 
that applied for, but never wholly 
rejects an application which carries 
the approval of both agent and exam- 
iner. Such recognition of the worth 
and manhood of the agents and exam- 
iners included in such a field organiza- 
tion bears its legitimate profitable fruit. 

¥ 
No Percentage Loading for Expense. 

Premiums in the Utopian companies 
are loaded somewhat differently than 
with us. To meet the exceedingly 
remote possibility of mortality being 
in excess of that called for by the 
tables, to each premium is added 5 
per cent. of the net ordinary life pre- 
mium. To the sum of these two is 
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added $7.50 per each $1,000 of in- 
surance for expenses, the total being 
the gross premium. 

The Utopian life companies recog- 
nize the fact that it costs no more for 
the home office to care for a policy of a 
man aged 50 than it does of one aged 
25, that its value to the company is no 
greater and therefore it should not 
be called upon to contribute a larger 
sum for its securing or care; and that 
hence loading for expenses by a fixed 
percentage of net premiums is inequit- 
able and unjust. Making no use of the 
percentage system of loadings, com- 
pensation of agents in the Utopian 
companies is not by percentage of the 
premiums collected, but by a fixed 
sum for each $1,000 of insurance 
delivered or renewed, or by salary, or by 
a combination of both in accordance 
This is found to 
It re- 
insurance 


with circumstances. 
adequately compensate agents. 
sults in less of investment 
and a greater proportionate issue of life 
plans,—there is less of savings bank 
and more of insurance in the com- 
pany’s transactions. . 
Fe Fea) - 

Dividends and How Paid. 

Distributions of surplus in the Utop- 
ian companies are regulated by law. 

A mutual company is allowed to set 
aside a sum equal to, but not exceed- 
ing 5 per cent. of its policy reserve 
fund as a special contingent or emer- 
gency reserve, from) which may be 
made good all losses and deprecia- 
investments or by mortality 
The 


company in determining its liabilities 


tions in 


in excess of the tabular rates. 


adds to this reserve the 


market values of its stocks and bonds 


special 
in excess of par. The sum of these 
two, plus all other liabilities, is added 
to the ascertained required policy re- 


serve at the end of the year, and this 


grand total is the total liability of the 
company. Subtracting this grand to- 
tal from the total assets, the balance 
remaining is the distributive surplus of 
the company. This distributive sur- 
plus is required to be yearly distrib- 
uted among or apportioned to the 
various classes of policies, classified 
according to their dividend periods. 
A dividend declared cannot be for- 
forfeited. It then belongs to the policy 
holder. The payment of the premium 
for the succeeding year is not neces- 
sary to secure it. 

The policy holder in the Utopian 
companies has the option of selecting 
the dividend plan which shall be adapted 
to his policy. Distributions of surplus 
must be made either annually, beginning 
at the end of the third year of the pol- 
icy; or at the end of each fifth year of 
the policy, or at the end of its tenth, 
fifteenth or twentieth year, and there- 
after on policies of the last three 
classes, either annually or at the end of 
each fifth year. No Utopian company 
makes a distribution of surplus at the 
end of the first year of a_ policy. 
Utopia does not believe in making a 
distribution 


of surplus to a_ policy 


which it has not earned. There, as 
here, no dividend has been earned by 
any policy at the end of the first year, 
There the company cannot rob Peter to 
pay Paul. 

To those who believe that in case of 
a death before the end ofa deferred dis- 
tribution period the remaining policy- 
holders have been called upon to 
contribute sufficiently in making up 
the difference between the reserve and 
and the face of the policy, without con- 
tributing further under the name of 
dividends, and to those who do .not 
desire to so contribute, the Utopia 
companies offer their deferred plans, 
and as said before, they divide their 
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policies into classes, annual distribution 
policies in one class, fifth-year distribu- 
tion policies in another ; tenth, fifteenth 
and twentieth year distribution policies 
respectively into others. And as all 
distributions are made upon an exact 
and equitable contribution plan, to 
each class is distributed or apportioned 
the amount that class has contributed 
to the divisible surplus. 

The distribution plans of the com- 
panies are therefore strictly along the 
We 


may difler as to the wisdom exercised 


lines of equity, fairness, justice. 


in selecting one of the respective plans. 
There can be no difference of opinion 
as to the absolute equity and fairness 
of either. The applicant who selects 
the longest distribution period in the 
hopes of thereby accumulating a 
greater increment for himself, may not 
in the judgment of some act wisely, 
He pays the pre- 
He 


but it is his option. 
miums and makes his own choice. 
is entitled to it. 

In case of death its ascertained eq- 
uitable share of the contingent reserve 
is paid with the policy. 

Sd 
Non-Forfeiture and Cash Surrender. 

By law all policies issued by the 
Utopia Life Companies are automati- 
cally nonforfeiting after three annual 
premiums have been paid. Upon fail- 
ure to pay the fourth or any subsequent 
itself 
paid-up, and except in stock companies, 


premium the policy becomes 
participating insurance for such an am- 
ount as its cash surrender value will pur- 
chase ata net rate loaded 5 per cent. 
This paid-up insyrance may be con- 
If the 


policy-holder desires he may surrender 


verted into term or extension. 


his paid-up policy on any auniversary 
of the date of its issue or at any other 


time after go days previous notice of 


intention so to do for its cash surren- 


der value. The cash surrender value is 
the whole reserve of the policy plus its 
equitable ascertained share of the con- 
tingent fund less a surrender charge 
of $10.00 per each $1,000 of the face 
The 


Life, however, reduces this legal sur- 


of the original policy. Utopia 
render surrender charge to $9 after the 
10th, to $7.50 after the 15th, to $6 
after the 20th, and to $5 after the 25th 
year of the policy. The Utopia recog- 
nizes the declining value of a policy to 
the Company as it increases in age. 

In giving approval to the Utopia 
cash-surrender-value-plans, I do not 
forget that such eminent life insurance 
officials 


and Pattison are wholly opposed to 


as Messrs. Greene, Shipley 
cash surrender values upon principle, 
that President Alexander has expressed 
some doubt as to the wisdom of grant- 
ing them and that President McCall 
has practically dropped them except 
indirect from the 


through methods, 


policies of his company. These are 
all men of great ability and of recog- 
nized good judgment. Their opinions 
are entitled to most careful considera- 
tion. It may seem the height of idiotic 
assumption for a mere insurance pygmy 
like myself, connected with only one 
department of a life company, to at- 
tempt to argue upon this, or any other 
insurance topic, with the giants of the 
business. But to have and express an 
opinion is the inalienable right of an 
American citizen, an experience of 30 
years can teach something, and the old 
adage, though perhaps not applicable 
in this connection, ** pygmies perched 
upon the shoulders of giants may see 
further than the giants themselves” is 
still true. 
. 

Personal Views of the Author. 

The main objections urged against 


cash surrender values are three. First 








6 Monthly Journal of Insurance Economics. 


—the company as a whole owns the 
reserve and hence it does not belong to 
individual members. The member has 
therefore no right to the reserve upon 
his policy and it works injury to the com- 
pany if allowed to withdraw it in whole 
or in part. Second—they place the wel- 
fare of the family in jeopardy. Third— 
that in case of financial panic the de- 
mand upon the company may be so 
severe it will not be able to meet it 
and ruin will follow. 

Notwithstanding the opinions of able 
actuaries, mostly of the old school, 
concerning the ownership of reserves, 
I hold that the policy-holder, who has 
contributed his full share towards the 
losses and expenses of the company, 
should have the right when he retires 
to take with him the whole of the re- 
serve contributed by him and held for 
the protection of his own policy, pro- 
vided he secures or makes the com- 
pany able to secure a desirable risk in 
his place, paying an equal premium. 
He, in such case, simply takes out 
with him that which is his and substi- 
tutes for himself a fresh life with the 
benefit of medical selection. The com- 
pany is relieved of a liability equal in 
amount to the sum withdrawn and 
gains in vitality the value of a newly 
selected policy-holder. It is inno wise 
weakened. Its insurance at risk, its 
numerical membership and its premium 
income remain. It may lose slightly 
in interest gains upon the withdrawn 
reserve. But if medical examination 
and selecticn and new blood mean any- 
thing its vitality gain far exceeds its 
interest loss. 

Upon the question of ownership of 


I hold 


‘*the truth too clear to be disputed, 


reserves with President Dodd 


that surplus and reserves are mathemat- 
ically and in morals the property of the 


members from whose premiums they 


have come.” What is the neccssity for 
carrying a reserve upon a lapsed and 
expired policy? 

Referring to second 


gentlemen 


the 
one of the 


point, 
referred to, 
whom I have mentioned, some few 
years ago in his annual report made 
the statement that it is better that the 
decision as to whether and when cash 
surrender values should be paid should 
be left wholly with the officers of the 
the company as they were better fitted 
to judge. 

To my mind, the insured and _ his 
family should be the best judges of the 
fact. The man who has manifested 
sufficient solicitude for his family to 
take and keep in force for three or 
more years a policy for their benefit 
may be credited with a desire to still 
consider their welfare and also to be 
able to judge whether present cash is 
more to his and their advantage than 
paid-up insurance which may never be 
needed by them. It is possible that 
he may survive them all. 


. 
Benefit of Cash Values. 


I have seen in my limited experience 


many instances where a cash value 
was of far greater benefit than would 
have been for a 


We 


should remember that in fact is one of 


continued insurance 
short term or a reduced amount. 


these which is always surrendered. 
No man ever surrendered or ever will 
surrender his full original policy for 
cash. Before he decides to ask fora cash 
value he has decided that he cannot or 
will not continue his premium pay- 
ments. The original policy has in 
effect lapsed. It is only his remaining 
options of paid-up or extended insur- 
is the 
value of these, and these only, which 


is to be weighed against the value of 


ance which he surrenders. It 
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present cash. Our friends should re- 
member this when they 
plead the welfare of the family and 


tearfully bewail its being placed in 


eloquently 


jeopardy. 

If a mistake is made it is the policy- 
holder’s mistake. It is not one for 
which the officials of the company are 
responsible. And as the insured had 
the right to decide whether and when 
he would take insurance, he has also 
the right to decide whether and when 
he will discontinue it. I would remind 
the official to whom I have referred 
that one does not appoint the officers 
of the company his guardian when he 
insures. We may not his 
judgment in surrendering his policy 


approve 


for cash; we cannot justly deny him 
the right. 

The third objection ‘* ruin by panic”, 
to me seems such idiotic rot and twad- 
dle that I have hardly patience to men- 


tion it. It is founded upon a baseless 
fear. That panic has never material- 
ized since the dawn of. civilization. 


As far as this country is concerned we 
probably came nearest to it in 1893- 
1895 when the shrinkage in market 
values was greater than the entire cost 
of the civil war, when nearly all the 
railroads were forced into the hands of 
receivers, when hundreds of thousands 
were out of work and the soup kitchens 
large 


evidence in all our 


Through all this the life com- 


were in 
cities. 


anies giving cash surrender values were 
subjected to no unusual strain. Ex- 
perience and history should count for 
something with our timid friends. 
Let them reflect and they will come 
to the conclusion that when the major- 
ity of the policy-holders in our Ameri- 
can companies are forced by financial 
stringency and panic to surrender their 
values, 


policies for their cash long 


before enough of them to seriously 


affect any one company can do so, 
every savings bank and every bank of 
deposit will have been depleted of 
their cash and ruined and the shrink- 
age in values will have so reduced the 
then present value of each company’s 
assets, while its liabilities remain in 
force, dollar for dollar, that each one, 
whether it gives cash values or not, will 
thereby be made insolvent and placed 
This 


jection of our timid friends proves al- 


in the hands of a receiver. ob- 


together too much. The last financial 
flag to be struck in such a panic as 
they fear will be the flag of life insur- 
ance. 

Annual cash values are a permanent 
have like- 


fixture in Utopia. They 


wise come to stay in America. They 
will in time be adopted by all 
American Companies. Can 
agine why the life companies of the 
United States 
measure do business along the Utopian 


you im- 


should not in greater 


lines? 


ANNUITIES FROM THE STANDPOINT OF THE COMPANY. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY PERCY V. BALDWIN. 


In your issue of the current month 
you publish an article on ** Life Annui- 
ties as an Investment” in which occurs 
the following sentence: ‘‘For the one 
who has the resources and desires to 


secure to himself a fixed annual income 
for the balance of the years of his life, 
the life annuity is far and beyond any- 
thing else the best form of investment.” 

With this statement most men, and 








8 Monthly Journal of Insurance Economics. 


and certainly most insurance men will, 
I think, agree. There are, however, 
two sides to almost every question, and 
ifthe annuity be so profitable a form 
of investment for a man, the question 
arises as to whether it is an equally 
profitable form of business for the com- 
pany issuing it. Westward the Gain 
and Loss Exhibit, like the star of em- 
pire, takes its way, and we who have 
hitched our wagon to that star must 
take a trip across the continent, over 
the Mississippi and into the far north- 
west, not stopping until the wheels of 
our vehicle rest amid the wheat fields 
of Minnesota. 

Of the forty-one companies reporting 
to the insurance department of that 
state at the close of 1902, twenty-five 
made reports on annuity business. Of 
these twenty-five, eighteen showed a 
loss on their annuities, the expected 
met payments of the eighteen being 
$2,506,327.40, and their actual pay- 
ments $2,866,464.55, showing a loss 
to the eighteen companies in question 
of $360,137.15; or, to express it in 
percentage, the actual payments of 
these companies were 114 per cent, of 
the expected net payments. 

The figures on the entire twenty-five 
companies reporting annuity business 
show that the actual payments to the 


10g per 
The inadequacy of the rates 


expected net payments are 
cent. 
charged by the companies is evidently 
not due to the rate of interest assumed, 
inasmuch as probably few annuities 
now in force are based on more than 
4 per cent rates, and a number of 
them upon 3 I-2 per cent, and even 
3 per cent, while the interest rate of 
the twenty-five most prominent Am- 
erican companies from 1883 to 1902, in- 
clusive, has averaged 4.94 per cent, 
and for the five years from 1898 to 1902, 


inclusive, it was 4.66 per cent., and for 
1902, 4,42 per cent. 

The loading on annuities is unques- 
tionably enough to provide for the low 
rate of commission paid by the compa- 
nies on this class of business. The 
natural question therefore arises 
whether, in a computation of annuity 
rates, there should be used a difterent 
mortality table from that upon which 
insurance rates are based. You your- 
self, in the article previously referred 
to, state that ‘*Annuitants as a rule have 
an extraordinary habit of prolonging 
life under the stimulus of this fixed an- 
nual income secured beyond all chance 
of loss,” and in the purchase of annu- 
ities there would seem to be a decided 
natural selection against the companies. 

Annuities since the earliest days of 
insurance have been expensive luxuries 
for many of the companies issuing 
them, the earliest recorded instance 
being where the mortality records of 
the town of Northampton for the forty- 
six years prior to 1780 were used in 
constructing the first supposedly scien- 
tific mortality table, while there were 
living in that town large numbers of 
Baptists who repudiated infant baptism, 
and by thus reducing the recorded ratio 
of baptisms to births caused Dr. Price 
to believe that the population was 
stationary, while in reality it was on 
the increase. The result was to make 
the expectation of life shown on the 
table shorter than the true expectation, 
with the further result that the English 
government, which adopted the table 
for the sale of annuities, lost nearly two 
million pounds sterling before the error 
was discovered and corrected. All of 


which, though ancient history, may at 
least cause us to wonder whether mor- 
tality sauce for the insurance goose is 
equally applicable to the annuity gander. 














IMPORTANT MOVEMENT TO CHECK COMPETITION. 





Great Life Insurance Companies Agree to Abandon the Use of Competitive Literature— 
Details of the Plan and Some of the Results Likely to Accrue. 





The interest of life-insurance men dur- 
ing the past month has centered in the 
published announcement, on the part of 
the Mutual, the Equitable, and the New 
York Life insurance companies, relating 
to an agreement formed between them 
in respect to the publication and circula- 
tion of competitive literature. This 
agreement binds not only the companies 
themselves, but their agents as well, the 
latter having been given special instruc- 
tions thereunder “not to publish here- 
after, directly or indirectly, or to circulate 
any literature or advertisements referring 
in any way to any other American life- 
insurance company.” 

Agents are also instructed not to en- 
courage, aid, or abet any hostile criticism 
or attack in the press upon such com- 
panies, and are notified that any failure 
to observe the instructions given will sub- 
ject them either to immediate dismissal 
or to such amends as the company may 
deem proper. 

There is an exception made in the 
agreement to the publication of compari- 
sons of not less than ten companies on 
any matter which may be taken from the 
annual sworn statements to the insurance 
departments, and to any standard publi- 
cation giving information in regard to all 
companies. 

Copies of this agreement have been 
sent to other companies, and their co- 
operation invited. It is needless to say 
that many of the companies will welcome 
this agreement, because it represents a 
policy in competition which they have 
always pursued. The “pace” in this 
respect has been set mainly by the great 
companies, whose wonderful achievements 


have been accompanied by features of 
competition which all regret. 

Various opinions are entertained as to 
the motives which led these companies 
to bind themselves in promoting so com- 
mendable a reform. In our opinion, 
several may be truthfully ascribed: First, 
we believe that these companies have 
found it unprofitable and damaging to 
their own business to conduct it along 
these lines. Second, the agreement is 
merely the outward expression of a feel- 
ing which has been constantly growing in 
life insurance under the stimulus of en- 
lightened executive management, as well 
as the strong influence upon public opin- 
ion exerted by the National Association 
of Life Underwriters. Third, there has 
undoubtedly been established between 
these three great companies, through the 
medium of other business and financial 
institutions, a community of interest 
which has brought them into greater har- 
mony of policy. 

How long this agreement will last; 
whether, like the famous anti-rebate 
agreement, it will be fairly well maintained 
for a time and then abandoned under the 
stress of competitive misunderstanding, 
we are unable to say; but the fact that 
such an agreement has been made, or has 
been rendered possible by the improved 
relations between company managers, 
certainly indicates a degree of progress 
in the business of life insurance which is 
noteworthy. 

¥ 
Healthy and Unhealthy Competition. 

In so far as this agreement results in 
checking unhealthy competition, whether 
its life is short or long, it will help to im- 
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prove the business. We conceive it of 
course possible, as any enlightened man 
would, in a situation of this kind, that an 
agreement between the different com- 
panies might be used for the purpose of 
checking healthy competition. We do 
not wish to suggest that any such motive 
prevails in connection with this agree- 
ment, indeed we do not believe that the 
judgment of the parties to that agree- 
ment would lead them to suppose that 
they could check a healthy competition 
which tended to improve the business and 
put the spur to good economical manage- 
ment. 

As this magazine has often said, the 
great basis of competition in life insurance 
today is net cost. We do not mean to 
say that net cost is the first consideration, 
for security surely must occupy that place ; 
but it is clearly the second point for the 
contemplating purchaser to consider. 
Therefore we should deem it a great 
misfortune if there were any agreement 
in life insurance which tended to prevent 
the agent from endeavoring to prove, by 
all legitimate and proper means, that a 
contract placed in his company would 
yield the purchaser the lowest net cost. 
We believe it wise public policy that 
all life-insurance companies should be 
obliged to line up under the public eye 
on the question of net cost and economy 
of management. Every pressure possible 
should be brought to bear upon the com- 
panies to compel them to economy. 
Every test which the ingenuity of man 
can devise to make life insurance less 
expensive to the purchaser, is deserving 
of constant and unremitting encourage- 
ment. 

* 
No Room for Misunderstanding. 

We believe, however, that the meaning 
of competitive literature, as comprised 
within the scope of the agreement which 
has been promulgated, is well understood. 


When we speak of the evils of competitive 
literature, the honest and intelligent agent 
knows what is meant. He knows where 
the line of legitimate competition ceases 
and passes into the sphere of slander and 
defamation. Of this there has been too 
much in the past—less today probably 
than ten years and twenty years ago-—and 
yet too much at any time. It is the tell- 
ing of half-truths, the presentation of one- 
sided statistics intended to bewilder and 
confuse the purchaser, which constitutes 
the evil and danger of competitive litera- 
ture, for there is positive danger in this 
kind of competition, not only to the public 
which buys insurance, but to the com- 
panies and their agents themselves, for all 
evils react, and no agent can go out into 
the field and try to make custom for him- 
self by maliciously and falsely assailing 
another company, without having that act 
and that policy of doing business come 
back upon him at some time in the future 
with tremendous crushing force. 

And this fact was never so true as it is 
today. It is increasingly difficult for 
wrong-doing to hide itself, or for the per- 
petrator of the wrong to escape its reac- 
tionary consequences. The light of pub- 
licity is very disagreeable sometimes, and 
it is very searching, yet we firmly believe 
that it has accomplished more for moral 
and intellectual progress than any other 
factor in modern civilization. So we say, 
let the clear light of publicity continue to 
shed its searching ray upon the business 
of life insurance, for it will reveal all that 
is good and all that is bad. It wiil help 
to check the nefarious practices of men 
who think it is more profitable to destroy 
confidence in others than it is to establish 


confidence in themselves. It will also 
make the managers and the agents, and 
all who gain their living from the busi- 
ness, interested in improving its character 
and in making the question of net cost to 
policyholders a test of merit, after security 
has been absolutely assured. 




















ANOTHER GREAT LIFE AGENCY GENERAL. 


The Head of the Mutual Life’s Domestic Force — Sketch of George T. Dexter’s Career 
and Some of His Characteristics. 


Within recent years a new force has 
entered the agency business of life insur- 
ance in the person of George T. Dexter, 
superintendent of domestic agencies of 
the Mutual Life Insurance Company of 
New York. He is not only a new force, 
but he represents individual characteris- 
tics which distinguish him from other 
men who have won great fame in the 
management of large agency corps. The 
handling of agents, especially under the 
modern tendency to bring them into 
closer touch with the home office, requires 
talents of a peculiar order, not always of 
the same kind, because different men 
manage by different methods. Mr. Dex- 
ter is certainly not a copy or a duplicate, 
in any sense of the word, of others who 
exert a controlling power in the great field 
of life insurance. 

Mr. Dexter is the son of a Baptist 
clergyman. His boyhood was passed in 
Maine, where he acquired his early edu- 
cation. At the age of eighteen he be- 
came imbued with a boyish ambition for 
the sea and enlisted as a sailor on a ves- 
sel trading in the Orient, by way of Cape 
Horn. He spent two years before the 
mast, sharing the trials and hardships of 
a common seaman, bunking in the fore- 
castle and partaking of the seaman’s 
homely fare. None of his shipmates 
suspected that the master of the vessel 
was Dexter’s brother in-law. 

The physical training and moral disci- 
pline secured in this school had much to 
doin developing the strength of character 
shown in Mr. Dexter’s later life. After 
giving up the sea he acted as commercial 
traveler for a short time, but becoming 
interested in life insurance was induced 


to act as solicitor for the United States 
Life at Keene, N. H. 

He was a success in this business from 
the very start, so successful, in fact, that 
he was soon made general agent of the 
company at Worcester, Mass. He occu- 
pied this position one year, and then ac- 
cepted a call to a larger field, as superin- 
tendent of agencies for E. W. Peet, the 
Mutual Life’s manager at St. Paul. He 
supervised the company’s work in Minne- 
sota and Iowa. His success in this 
department was conspicuous, and in a 
few years he was promoted to supervise 
the fieldmen in the Mutual Life’s great 
Ohio agency of L C. Lawton & Co. 

His work in this field attracted the par- 
ticular attention of the home office. He 
was entrusted with the execution of sev- 
eral missions of supreme importance, re- 
quiring great judgment and tact. The 
skill with which he handled these matters 
so impressed the executive officials of the 
company that in 1898 he was selected to 
organize and manage the company’s 
department of domestic agencies. 

Since Mr. Dexter organized this depart- 
ment the new business annually written 
and paid for by the company has increased 
from $134,000,000 in 1898 to $206,000,- 
000 in 1902. Insurance in force in the 
same period has been increased by the 
sum of $370,000,000. 

Like most men who occupy positions 
of responsibility Mr. Dexter is a man of 
great energy, possessing that talent for 
achievement and hard work which a great 
philosopher has said lies at the root of all 
genius.’ Unlike some who have made 
their mark in life insurance, there is 
nothing spectacular in his make-up, noth- 
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ing sensational in his methods of doing 
business. Neither in his manner nor his 
speech does he boast of great things to 
be done. Nevertheless, no one who has 
ever come into contact with him in a 
business way, for even the briefest period, 
ever doubted the definiteness of his plans 
or the fixity of his purpose. Although 
he keeps his own counsel he knows what 
there is to do and is quick to see how it 
is to be done. Quietness, reserve, deter- 
mination, are the essential characteristics 
of his make-up, and his plans are only 
revealed in their fulfillment. 

In dealing with competing interests, or 
in the adjustment of business complica- 
tions, he has proved himself a born dip- 
lomat Admitting no wrong or weakness 
in his own cause he concedes only non- 
essentials to the opposition. Having 


taken his stand upon sure ground he 
maintains it unreservedly. Although 
quick to act in emergencies, nothing is 
done which is ill considered. In subse- 
quent developments he has nothing to 
unsay, nothing to explain away. He is 
pre-eminently a safe man in his posi- 
tion. He makes the minimum of mis- 
takes. 

In his intercourse with the field force 
Mr. Dexter is dignified, but at the same 
time frank and straightforward. He 
never “ jollies’”’ his agents. He does not 
awaken in them false hopes or foster vain 
expectations. The managers and agents 
working under him know that he is de- 
pendable, that his words and acts are not 
susceptible of double interpretation, and 
that he will always do more, not less, than 
he promises. 





NEW BUSINESS AND ITS ECONOMIC RESULTS. 





We are fortunately able to present in 
this issue a table of life-insurance statis- 
tics prepared by the eminent statistician, 
Benjamin F. Brown, drafted upon a new 
and original plan. Statistics are always 
interesting to life-insurance men, and 
these will prove particularly so. A care- 
ful examination and analysis of this table 
by all life-insurance men will well repay 
the time spent. 

Mr. Brown’s effort is, first, to show 
within conservative limits what has been 
spent by the companies for new business, 
and second, what results have been pro- 
duced by that expenditure. This latter 
he regards as the true test, and in this we 
think he must be sustained by all who 
give a moment’s thought to the question. 
The test of management in connection 
with new business is not how much or 
how little it costs, but whether the results 
produced justify the expenditure, however 
large or small it may be. One company 


might spend $25 a thousand and produce 
no results therefrom. Another company’ 
might spend $50 per thousand and make 
large gains for its policy-holders, or the 
case might be exactly the reverse. The 
company which can produce the most for 
each $100 expended obtains the best 


results, all other things being equal. 


Mr. Brown’s table is so divided as to 
render intelligent analysis possible. The 
first three columns, under the head of 
‘“‘ New Business,’ show the amount of 
new business paid for, including only new 
policies issued, amount of premium re- 
ceipts thereon, and the average premium 
receipt for $1,000 of such insurance. 

The second group of figures shows the 
first year’s expenses, which are produced 
by a grouping of items from the reports 
of the companies which can be legiti- 
mately included under this item, such as 
commissions, medical examination and 
inspection fees, agency expenses, adver- 














‘qUoMIOSvUVU JO [014U09 TIYITM AT[OYA JOU JOAOVION! PUL SUIIOJ YUOUIOZL}S MOU UI PaZItIo;T ION ¢ 











SF0'S 


_I8°ZE_£0°SL | 680°199°98 | FLETEG'L | CITSZL'SS || CO°SF | OFH'CRE'OF | OOO LITT [OIG ‘SIO, 



































































GIGREFCOK | SBS T | 66L'FEL'EOE | | ; > 80°SL_|_ 680°199 tLe 
"UUTBULGSB AA S8O'YLG'G GSS— | O1LOGTI— | 11¢s LOL | FOS LEP LEO'SEL LLL’F0E 00°68 | SIS Shh L° Cor IT ****TOJSUIGSE AM 
‘saIwIS pau) SET | LOL‘618'S 666° ONCOL | MBSLES LIV 9s GILLES Ole | GOFGIE 008*GES‘0L **893818 pads) 
‘yENjN_ aoly : CIC 10a T 098s PLIL | GIL'GIE G99 COT LCO'FIZ | OO'8E | 000° 9S"! **;enjn aojay 
*/BajyuaD uojay) O9S'S | FILCZS'CL SSl'F o'SY =| SZEU0L For LS PLS‘S19 06°98 | I89SLO'T | OOL*ERO'EZ **[BajueD UojU/) 
*S19[9ABAL OL9'868"E 060°C | LOFEIT'S £00°F G19 | FL9°O6E LEe'sL LES'’SIS OG'98 | LFF OLE 000°S889°EL *erees S1O[VABLL 
"JENIN BRIS Sls | OFT | HIT‘SIS'T IclS | Gel’Ler’y CULE GOL | ISL’sse S91'Z9 EIN OLZ 09°88 ***[BNIN_ 9387S 
*SBULABS *AOIG SC’'US | FOL | FROCLI'ST 9ec— | LEO’ LESE— 1*'cS SLs $0 C09 6E°S9T FLOREF 06 8% **SAULIARG,AOIG 
“LY “TJ ‘AOld O'S ce les coors FSS FFIG GI¢ 86° 6FE SI9°19 €18"S8sz | OG IF CTO ERD ork @ "T “AQla 
“pean xXpUoMq,] SOF | O9Z PLOT FFO'S 98°%S S'S | Cec’les 998°Z8 681° 68S || OO'68 § C6 TRE 0ug's } “an xXpusMqd 
*‘yEojNA Uded LL°¢ Log 9EL*T She's L8°66 OL 9G CET LOFLEL =| 669*LSLT OO FF OSL L86T 009° 08U' EF “*";enjny uded 
*UJaSAMGWION | CIS | GLI | OFS‘ OFS CCR F I9'ce T'Te | Les‘oge’'T | oLo‘96 | LOL FORT OF FF | SOV FOO'S | OOS*ZZ0'GD ** U19}89Mq1ION 
"yIOX MAN t6F | USS |) EXO OGFLY 89'°C8 ECS 99FOT | F68'9TES | GES*6ES*L || OF'er IZEL8Z'ST | OO96ZEEES «°° * YAOK MON 
‘WNC “Fu MON ers | S'9l G 6P'LE COO FFP FIC‘ I6 | I Liege OF LE Le b09 006° 10891 ‘Inyy “sug MeN 
"RUOIEN | LOF | HGS) OShETE'F 8 3L’GB O8G'6LE Fes LOL =| 9OWILE =|; ~O¢'ss | L96 009° 868° LT *ereees [BUOLIBN 
‘Woueag (enjnW | GOS | LOL | OFEe'gl0'9 | est | COGS 9FO'FFS P9SS6 =|: GBF'OEL 0O'OF | OUDFEST | OOD TELE *Wausg jenjny 
“ENINIT O'1g | OLE'ZOG'eO | TOUT SL6CL FG 98°F S'C6 | GFO'OFG'S | 9E8‘LZO'T | e1Z‘si6'9 || OF FF | Tee C96" OOT'SHL'TOS §=[*"°eree* jengnyY 
*[ENIN]Q ‘ssvyq BSL LOLSIE'S | S68G | LOS LLE SI 1o°cs =1'89 LSL*Se¢ PLO VIL | SIcelt OL'9E | GOP 69L OO CEG0G *"|BNINIT “sse_ 
“uREqaryy L'6 1t6°EeL'e | O89 809 168°S 66°0F GIOL | Gh csr FLSLEL =| S98"L&] OF'OF | SES'Slt OOU'TLE*OL “eres UeijEqaey 
“auoH eee | FHI'Ssco’s | 61ST 6c" eCE'e VOLE 9°96 FOG LOP TOL ’Sél EPULLE || O8°8é SEL OGF 000°UL6°0L en ee 
“RLUBULIA£) OLS | OF | LODSEL'E | MEE GEL*CEL'D cosh 9 FOL | 190°GCE L69°E8T | $9E'S9E | OL IF LOB’ LEG | VOC’S#9' SL sooees BIUBIOIOL) 
| 
‘aquunba | ir | GCS SLs OTI'SE | LLL'T | GLE'SESFOL | GIFS || FCG TEL | LOG ESS'S | ORO'COTT | TGT'RLL'F || OF'GS | OGE'ORE'L | OOGTLI'IOS |****** a1quanbay 
“yRNIN_ ‘Uuuoy 00 | SEL | CLEC L | O90°T IV E9ES FNS 6F0G 66E S$L°98 | O6L°96L || OL*S$ | 9EC' EOF 006° 61F OT “*[enjnyy *adoy) 
*|RAQuay) “UUOD Chg | Lst | Ov6LL9 | $l'°S StS ILS «=| «Sear GE'9G VEL Cer 0s } Cns't9 | 06°98 9FS TET | 0OGCEI'S **|B1ouay “uu0D 
‘QIGsydag Ws | 98s) VEL OSE T | G66 FEO CSI FES = || LOSE BEG LSG'Sh | TLY' Se OL'FE GSS" 161, 006'8tE'°E seree* OIIGSyIOg 
“RU t's CFS | GERYIEY | GFT SCS SFLEL Geo'S || SO'IS 9°89 CIC 16 | 08°69 || OG°¢P T6Q°LEL'T =| OOSTLE'SS lille 
4) | % & = SS : g$ Td $ $ % ¢$ | __ cc & | ~ 
ah a . *ssouisng | |. 
oO | aw ° | 
~382 |Ser | | ‘papued || %eO 4 | Gporapte | PIO | oe 
a =O ae |‘papued ‘ATaatsnjox -Xq 001s || 42 = & > “oq9 ‘saaq yAaNODDY | “SASIM || Ce sng 
° * | * | @® | I | ® 
RSBSi259| “Asdxg || ait os i eldtiod a) aed ) || #Su pe esueory 5 ‘nt | ateaate | Mon Stoapenorg 
Q | | $3 . | i : . ‘ ” u : ; 
*sotuvd toy oss pas oder kq__|| 0018 dod | = [8uy3}10 peniatia wee ag |*‘sunymorg nine ‘Sut suojieat | (o00°T) | ‘sumnyurerd | rene ‘satuedmop 
aay-AJUIMT, zee S| So) pawurmay, | bey oe pe. ssoursng|, & = | BE mm. 3 ) | 80a | -mexg [91 | au MON -ssoujsng eag-AqU0m 7, 
e224 ge) gouBinsuy || Bb y o ule I | MON || ed ’ 4809 L ‘sosuedxg |-pey ‘suoIs 4dta0e Plegd MON 
aoe |B eZ | dj) surp | jouon || 8 Se! Bo ; pue =| -sjumog || 3p tsoew 
"Be P| Boo | sodoxzvilece «& pewnssy soleleg OSBIIAY 
het Ses | 8 ill TeIOL souesy 
— Se a samen —H} _ _ SS _— 
‘ALSVM S:UVOA AHL ‘SLINSEU VLVU OUd } “SHUSNHdXA UVAA LSU ‘SSUNISOG MON 





(CNMOUgG ‘J NINVENAG ‘44 3114d00) 


‘SLINSAN NI CAAISIGN ANTVA OL CALVIAU SV Z06T NI SSANISAG MAN 3O 1809 











14 Monthly Journal of Insurance Economics. 


tising, printing, etc., making a reasonable 
deduction from these items on account 
of old business. ‘Taxes and license fees 
are necessarily excluded, not being item- 
ized in the official statements, and more- 
over not wholly within the control of 
the management. From the sum total 
so obtained is deduced the percentage of 
new premiums consumed in the first 
year’s expenses. 

The third group of figures shows the 
result gained by the company out of its 
transactions of new business, namely, the 
proportion of new business procured to 
each $100 expended, and also the gain 
in insurance in force as related to the 
same expenditure. The final group of 
figures, which completes the summary of 
results, shows the waste during the year, 
namely, the termination of insurance by 
lapse and expiry, showing the percentage 
of the new business secured which is 
required to replace these terminations, 
and also the percentage of waste to in- 


surance in force at the beginning of the 


year. 

An examination of the results upon 
this interesting and original basis, a form 
of analysis not heretofore undertaken in 
any statistical treatment of the subject, 
will certainly interest all life underwriters, 
and doubtless 


instruct them in many 


things which were not before appar- 
ent. 

Looking at the total results we find that 
the 25 companies included in the table 
received new premiums in rgotr of $46,- 
985,000, and spent in the procurement 
thereof some $36,661,000. In other 
words, they consumed 78.03 per cent. of 
the total premium. That is to say, out 
of $42.05 received on each $1,000 of 
new business $32.81 was expended in 
placing the business. 

Examining the results obtained as a 
whole we find that the proportion of new 
business secured to each $100 expended 
was $3,048, and that the gain of insurance 
in force upon the same ratio was $1,538. 
Of the new business secured, 27.3 per 
cent. was required to replace the waste 
by lapse and expiry. 

In examining the figures of the several 
companies different will 
doubtless be reached by different men. 
Some may contend that the test of results 
is the amount of new business procured 
for each $100 expended, others that .the 
gain of insurance for each $100 expended 
is the real test. We do not propose to 
enter this controversy, but merely present 
the results as they have been prepared by 
Mr. Brown for the study and enlighten- 


ment of the readers of this magazine. 


conclusions 














TRUE CHARACTER OF PRELIMINARY TERM POLICIES. 


Clear and Concise Analysis of the Scientific and Economic Phases of First Year Term 


Reserve in Life Insurance. 


CHARLES B. VAN SLYKI 


Many of the new and smaller com- 
anies issue all their policies with the 
first year’s premium covering expenses 
and mortality cost only. There is no 
reserve accumulation at the end of the 
first year. All their insurance is term 
insurance the first year. 

The premium for the first year is gen- 
erally the same as the subsequent premi- 
ums and varies according to the kind 
of policy issued. For example: A 20 
Payment Life, so called, is in reality a 
19 Payment Life commencing one year 
A 15 Year En- 
dowment is in reality a 14 Year Endow- 


from date of policy. 


ment commencing one year in advance, 
both policies being term policies the 
the first year. 

One objection to this form of con- 
tract is that the insurer pays for the 
first year’s term insurance more than 
To illustrate: At age 4o, 
worth 


its worth. 
one year’s term insurance is 
about $15.00 per $1000. But under 
this scheme he must pay from $25 to 
$100 per $1000 according to the kind 
of policy issued, inasmuch as he is 
compelled to pay the same rate as the 
policy itself instead of the actual rates 
for term insurance. 

Another obvious and serious objec- 
tion, especially in a mutual company, is 
the discrimination between insurers of 
the same age that take different kinds of 
policies. <1] receive exactly the same 
thing as far as the first year is con- 
cerned, but pay different premiums, 
depending upon the subsequent pre- 
miums. 

It is evident if an applicant pays for 


IN THE “ PELICAN.” 


the first year the full price of a regular 
policy he should be credited with the 
first year’s reserve at the end of the 
year. The company has no moral right 
to confiscate his first year reserve by a 
technical wording of the policy. If 
the subsequent premiums after the first 
premium continue and renew the pol- 
icy as a whole life, limited payment or 
endowment policy, the natural suppos- 
ition would be that it began as such. 
It is, therefore, by no means equitable 
that the subsequent premiums after the 
first year should be charged an extra 
reserve to make good the failure to ac- 
umulate a reserve the first year. 

little 
inter- 


It is contended that it makes 
difference to the insured what 
pretation is placed on the first year’s 
premium, that it is a technical matter 
pertaining to the realm of the actuary. 
Such an assumption is incorrect be- 
cause it does make a difference to the 
insured whether he knows it or not. 
He pays money the first year not 
needed for insurance by the terms of 
his contract. The company at his ex- 
pense, is compelled to make good the 
the first year’s reserve during the sub- 
sequent years of the policy, and his 
dividends must be correspondingly less. 

To say that a ** contract is a contract” 
or that what a ‘**man don’t know don’t 
No 
man will pay from $25 to $100 for a 
term policy the first year which is only 


hurt him” is a weak subterfuge. 


worth $15, except through ignorance. 
No 


reasoning, justify the selling of a con- 


company can, by any specious 


tract that cannot be truthfully explained 
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to the applicant. The very fact that 
the first premium is made level with 
the subsequent premiums is of itself 
evidence of an attempt to conceal the 
An appli- 


cant, unless otherwise informed, would 


true nature of the contract. 


never suppose the varying premiums 
on different kinds of policies all pay 
for the same thing the first year, and it 
is not probable that any agent would 
absolutely destroy his chances of sell- 
ing a policy by informing the appli- 
cant that such is the case. Ifthere are 
any conditions in the terms of a policy 
that must not be referred to in selling 
the policy the presumption is that such 
conditions are not favorable to the ap- 
plicant. 

The object of the preliminary first 
year term scheme is to obtain more 
money for expenses than can be legiti- 
mately provided for by a reasonable 
loading of the mathematical premium. 

It is argued that no company can 
save enough out of the first year’s pre- 
mium to put up the required reserve in 
consequence of the necessary and ex- 
traordinary expense attending new bus- 
iness, and furthermore it is not right to 
draw on the general surplus which be- 
longs to the general membership. 
This reasoning is false and the answer 
simple: Cut down the expense of ob- 
taining new business. Be content to 
grow more slowly. Many of the 
older companies that are economically 
managed and are content to grow more 
slowly do save nearly, if not quite en- 
ough out of the first year to lay aside 
the reserve required. Furthermore it 
is perfectly legitimate and prcper to 
use the general surplus to a limited ex- 
tent in getting new business. New 
business benefits the total membership. 


The expense of rejected business 


properly borne by all as it benefits all. 
The ideal life insurance company 


is neither stagnant nor precipitous. 
Enough should be expended for new 
business to make a healthy and pro- 
gressive company, but the membership 
should not be taxed too heavily for an 
extraordinary growth, 

It is true that this scheme technically 
protects the company against legal in- 
It enables a 
company to exist without failure a little 
longer, but it will not help in the long 
run. 

About thirty years ago a host of new 
Seeing the 


large results accomplished by the reg- 


solvency for a few years. 


companies were started. 


ular companies, it was considered a 


big field for profitable business, and 
while there were about thirty regular 
successful companies, there were a 
hundred new companies started. They 
did not have the preliminary term 
feature. They raised a capital to tide 
over the first few years, hoping that as 
business grew and they became older, 
they would be able to put up the re- 
quired reserve. But they nearly all 
failed. None is in existence to-day. 
They lasted from to to 15 years. It is 
not probable that these companies with 
the preliminary term feature instead of 
capital stock would have held out any 
better. Certainly a company cannot 
tide over the first few years’ preliminary 
expenses any better by absorbing their 
reserves than by drawing on capital 
stock. They must have the reserve 
some time. They are in debt, having 
spent the first year’s reserve in advance. 
The future will bring heavier burdens 
than the older companies under a simi- 
lar rate. Nothing short of the strictest 
economy and a low dividend scale 
will ever make good the deficiency 
created by the failure to put up the 
reserve for the first year on all their 
business. 

From the company’s standpoint, the 
scheme is a weak one, giving no lasting 
value and operating against the future 
permanency of the company. By this 
scheme equity is sacrificed, and the 
permanency of a company jeopardized 
to make a big company in a few years. 











FIRE INSURANCE RATE SITUATION IN BOSTON. 





Reduction Made on Account of Favorable Experience—Complications Arising Out of the 
Twenty-five Per Cent. Advance—Singular Attitude of Property Owners. 


A most interesting situation has re- 
cently arisen in Boston. In company 
with other large cities, Boston enforced 
the 25 percent. advance eighteen months 
ago on certain classes of risks. At the 
time this advance was accepted with good 
grace by the mercantile interests of the 
city, though the Boston fire record as a 
whole had been a favorable one. They 
recognized the equity of contributing to 
the generally bad experience of the coun- 
try. The favorable experience of 1902 
throughout the country led the mercan- 
tile interests of Boston to demand a 
restoration of the rates prevailing prior 
to the 25 per cent. advance. 

The original advance made by the 
Boston Board was put in force at the 
earnest instigation of a special committee 
representing the fire insurance companies. 
The demand for a repeal of the advance 
was first made by the Merchants’ Asso- 
ciation of Boston last December and 
repeated a few months later, in March. 
As a result, during the past month a con- 
ference occurred between a special com- 
mittee of the Eastern Union and the 
Boston Board of Fire Underwriters, at 
which a plan for re-rating Boston was 
agreed upon. By this plan the entire 
city wil] be re-rated under a schedule 
containing a modified basis rate reduced 
from 19 cents to 13 cents. The reduced 
rates will apply practically to the entire 
city, although the 25 per cent. advance 
was placed only on certain classes of risks 
in the congested district. The result will 
be that those to whom the 25 per cent. 
advance was applied will not receive all 
this reduction, while many of the risks on 
which the rate was not advanced in the 


early part of 1902 will obtain a reduc- 
tion. 

This plan has resulted in some opposi- 
tion on the part of agents controlling the 
risks of property-owners to whom the 25 
per cent. advance was applied, and also 
it is needless to say that the same oppo- 
sition is shown on the part of these prop- 
erty-owners. On the other hand the plan 
will be very acceptable to those who re- 
ceive a reduction on account of the 
favorable fire loss in Boston. 

The discussion has led to some modi- 
fication of the original plan, not, however, 
affecting the general principle, namely, of 
general reductions to all for favorable 
experience, and the maintenance of the 
25 per cent. advance, except in the case 
of storage risks. The new schedule will 
not be applied to buildings where it re- 
sults in an increase over the present rate. 

Some of the agency interests of Boston 
were very anxious to have the 25 per 
cent. advance rescinded and then to have 
the re-rating made upon a new schedule, 
but the position of the Eastern Union 
committee is that the 25 per cent. ad- 
vance made eighteen months ago occurred 
upon so-called unprofitable classes, and 
that in relation to other rates in the city 
of Boston these rates are not at the 
present time high; that the general re- 
duction extended to the city of Boston 
should be made upon the present level of 
rates including the 25 per cent. advance. 

The plan will involve an immense 
amount of labor and expense in applying 
new schedules. The Eastern Union com- 
mittee contends that its position in this 
matter is justified by the fact that as a 
whole it is a step in the direction of more 
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scientific rating in Boston, and while it 
may excite antagonism among certain 
large property which have 
hitherto secured their insurance at rates 
which were below the profit line, they 
believe that the plan as finally effected 
will result in much better conditions for 


There is no differ- 


interests, 


the city as a whole. 
ence of opinion between the companies 
and the agents as to whether or not the 
fire record of the city of Boston justifies 
this reduction. Since the great confla- 
gration in Boston ten years ago the 
record for Boston has been exceptionally 
fine. 
¥ 


Differences in Regard to Rating Functions. 


Upon one phase of the situation there 
has arisen a serious difference of opinion, 
one in which the views of many promi- 
nent local agents seem to be supported 
by the Merchants’ Association of Boston. 
That is as to whether the function of 
making fire insurance rates should be 
vested in a board of local agents or 
within the control of the companies them- 
selves. This is not a new question. In- 
deed it is very old, and yet at this time 
it is very much alive. It is one of the 
great problems of discussion in the busi- 
ness today and one of the questions about 
which there has long been a conflict 
of interest between agents and compa- 
nies. 

The position of this magazine upon the 
matter of rating by agents is so well 
known as to preclude further definition. 
If economic truth shall prevail we believe 
that the companies must, and that they 
will by the nature of things, be the rating 
factors in the business. The tendency 


in this direction grows stronger every 
day, as shown in this instance in Boston, 
where the board has adopted the views 
of the companies instead of its own, one 
indication only of the great change which 


has occurred in the relations of companies 
and agents. 

So confused has been the rating ques- 
tion in the past that the present situation 
in Boston has led to, what seems to us, a 
most extraordinary declaration on the part 
of the Merchants’ Association, which has 
placed itself on record, not only as strongly 
objecting to the method of re-rating 
adopted, but as condemning the com- 
panies for presuming to ask their agents 
to adopt a plan of rating to which they 
do not fully agree. In fact, the antagon- 
ism is so pronounced as to lead the chair- 
man of the executive committee of the 
demand an 
The 
language of his report clearly indicates 
that the relation which has existed be- 
tween the agents and the property-owners 


Association to 
investigation by the Legislature. 


Merchants’ 


in Boston for some time, has been such 
as to partly disfranchise the companies 
as factors in the rating situation. The 
declaration made by the chairman of the 
executive committee, and accepted by 
the Merchants’ Association, takes the 
singular view that the fire insurance rates 
of the city of Boston should be made by 
the insurance agents and the property- 
owners of the city, acting in conjunction, 
and that the insurance companies, par- 
ticularly those from without the state, 
should have no voice in the matter, or if 
they have it should not be a controlling 
one. 

We can say that these statements made 
on behalf of the Merchants’ Association 
represent with great exactness the feel- 
ings of some local agents in Boston, if 
not all. 

It is not our intention to find fault 
with the agents or property-owners of 
Boston because these facts exist. If any- 
body is to blame it is the companies 
themselves, which in the past have al- 
lowed the rating functions which properly 
belong to them to slip out of their hands. 
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The antagonism which is now excited, 
because the companies are endeavoring 
to restore to themselves those rights and 
privileges, is but the penalty which they 
are paying for past departures from true 
economic fire insurance principles. 


¥ 


Real Work of the Local Agent. 


Local agents are inclined to feel, and 
in this feeling we think they are greatly 
mistaken, that the most important part of 
their work is rate-making. The real 
function of the agent, however, is to take 
the rate given him by the company, which 
has been established through their knowl- 
edge of the burning possibilities of risks 
as a whole, and inspect the risks which 
are submitted to him for insurance, re- 
turning to the company a report of the 
true character of those offerings as sub- 
jects for insurance. 

The agent cannot, by the nature of 
things, ever become anexpert rate-maker. 
His knowledge of conditions is too re- 
stricted. He can become an expert in 
the selection and inspection of hazards 
for his company. That is the sphere of 
fire-insurance activity in which the agent 
of the future will become most valuable 
to the company, and which also will make 
the agent worth more to himself. The 
agent who spends less time in attempting 
to exercise control over questions of rates, 
and more time in the study of hazards 
and the conditions of contracts, will be 
the true underwriter of that particular 
locality, and the removal of the rating 
function will not decrease his independ- 
ence and responsibility in the slightest 
degree. On the contrary, he will direct 
his energies and talents in other directions 
which will increase his responsibilities 
and make his services indispensable to 
any well regulated company. 

We are passing through a state of evo- 


lution on this rating question, in which 
we believe that the agent must yield to 
the companies the economic rights which 
truly belong to them. If they do not, 
how can they expect the companies to 
recognize their right to control and legis- 
late upon those things which are directly 
within the sphere of the agent. There 
are many such—commissions, overhead 
writing, multiple agencies, side-line rep- 
resentation, and all those factors of the 
business which tend to dissipate his 
income and render his position in the 
business more uncertain. 

Probably the agency forces of 
country will not relinquish their rating 
powers without a struggle. 


the 


We wish that 
they might, because there are so many 
other things over which they can fight to 
advantage. 
ing for rating privileges could be far more 


The strength spent in fight- 


profitably employed in stopping overhead 
writing, securing a reduction in agency 
representation, and in making it impossi- 
ble for the companies to ruthlessly sacri- 
fice the interests of their agents by com- 
petitive rate wars. 

We do not wish to be understood as 
claiming that a perfect system of rating 
can be established by the companies if 
they are able to exercise complete con- 
trol over this question; but whenever 
such control is completed we shall be 
able to place the responsibility for defects 
With the 


powers between companies 


in the system which may exist. 
division of 
and agents it is difficult to fix this respon- 
sibility, and the incongruities arising as a 
With 
centralized rating powers it would be pos- 
sible to secure a more just equalization of 
rates throughout the country, and _ it 
would be easy to correct, through the 


result are often most bewildering. 


medium of public opinion, any tendencies 
to exact unjust charges on account of 
such centralization. 








RELATIONS BETWEEN FIRE COMPANIES AND AGENTS. 


What Is Meant by an “Antagonism” of interest — Contrast of the Modern and Ancient 
View of the Term “Service” and “ Servant.” 





REPRINTED FROM THE “ SURVEYOR” OF NEW YORK. 


We reprint upon another page a 
notable article, appearing in the cur- 
rent issue of the INsuRANCE EcoNnom- 
ics, which has been written as a reply 
to ‘‘interesting comment recently ap- 
pearing in a New York periodical.” 
The quotation is from an editorial in 
THE SurRVEYoR of October 29th, 1902. 
We have two reasons for imagining 
that this reply was not written by 
the editor of INsuRANCE EcoNomIcs : 
the style does not seem to us to be his, 
and we are sure that he would not 
quote from a contemporary, and reply 
at length to that quotation, without 
mentioning the name of the contemp- 
orary. We say that the article is a 
notable one, not only because it is ably 
written, but also because it strongly 
defends the attitude of antagonism 
which some few members of the 
National Association of Local Fire 
Insurance Agents have persistently 
promoted in that organization, and in- 
sistently declares: 


“Tf the agents’ associations are ever 
brought to the point where they will 
believe that they exist only as auxiliaries 
for the use and purposes of the companies 
they will inscribe the word ‘failure’ upon 
their banners, and their cause will shrivel 
up and die. The whole force and power 
which has brought the agency associations 
into existence, which has kept them to- 
gether for the period of six years, which 
has made them grow in strength and in- 
fluence, and which will hold them togeth- 
er for the future, is the fact that they were 
born to defend the self-inteiest of the agent 
against the self-interest of those companies 
which were antagonistic to him. ”’ 


This is the tone of the whole reply, 


and sufficiently shows the uncompromis- 
ing temperofthewriter. Theonly quest- 
ion of importance in connection with 
this reply is: Do the majority of the 
members of the agents’ associations 
hold the same opinion? We think 
that an aflirmative reply to this question 
would not be a true one. If we are 
wrong in this estimate of the intelli- 
gence of the members of the agency 
associations, then we believe that the 
agency movement is doomed to be a 
failure. It is only necessary to turn 
to the dictionary, to see that the word 
‘sagent” means, in order to under- 
stand our belief that antagonism to his 
principal on the part of an agent con- 
stitutes a perversion of proper condi- 
tions. We would also quote a portion 
of our editorial that the writer of the 
reply has left out in making his ex- 
tracts to which to reply: 

‘‘The agents are following false lights 
when they allow themselves to be led 
into a spirit of unnecessary antagonism 
to the companies. An agent’s useful- 
ness — his very reason for existence — 
consists in faithfully representing his 
principal’s interests and following his 
principal’s instructions loyally. All 
the troubles that have come to agents 
have arisen from neglect of this truth — 
from unduly and unnecessarily assert- 
ing selfish powers in a manner that 
inevitably reacted upon themselves. 
Company managers are only human 
and when they are fought they fight 
back. There is not an agent who is a 


member of the Association, who, if he 
had a bookkeeper who undertook to 
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dictate to him how he should manage 
his business, would not act in such a 
man.:er as to make a repetition of that 
experience unlikely. The principle of 


THE TRUE VIEW OF THE SITUATION—-COMMENT BY 


We take pleasure in printing the fore- 
going article, first because it gives us 
an opportunity to say that all matter 
appearing in the JouRNAL oF INsuR- 
ANCE Economics, not otherwise desig- 
nated, is written by the editor, who has 
not the slighest disposition or desire to 
take advantage of the ‘* Surveyor’s” 
hint to conceal his identity behind an 
unknown contributor. We sometimes 
omit the name of the publication quoted, 
to avoid, if possible, those endless 
verbal controversies in which insur- 
ance journals too frequently engage, 
and to save the feelings of the publica- 
tion quoted, should it desire to allow 
the controverted point to rest. 

Our use of the quotation from the 
‘¢ Surveyor” was not for the purpose 
of engaging in controversy with that 
publication, but merely to furnish a 
text upon an important question con- 
cerning the relations of companies and 
agents. The readers of this magazine 
have read the article in the last number 
which has so much disturbed our con- 
temporary, and are thus able to judge 
whether the statement then made, or 
that which we now republish from the 
most correctly represents 


b] 


*¢ Surveyor’ 
the actual state of affairs. 

This question of antagonism between 
company and agency interests is an in- 
teresting one. The term ‘ antagon- 
ism” is a broad one, and it may mean 
much or little, according to the point 
of view. An antagonism of interests 
between agents and a few companies 
does not necessarily mean that the at- 


a ‘*good and faithful servant” ob- 
taining reward holds good all through 
life — in fire insurance as in every other 


activity of men.” 


THE EDITOR. 


titude of agents is opposed to the 
interests of the companies as a whole. 
An agent may be antagonistic to one 
company and friendly to another. One 
company may antagonize the agents by 
subverting the principles for which the 
organizations stand; other companies 
may take a different view and do all 
they can to promote those interests. 
In this caSe no antagonism exists. 
When we come to deal with the 
companies as a whole on one side and 
the agents as a whole on the other, there 
will be an antagonism of interests only 
when the agents believe that the com- 
panies as a whole are acting contrary to 
the true principles of fire underwriting. 
The conceptions of agents and comp- 
anies as to what is for the best interests 
The 
agent is no mure the servant of the 


of fire underwriting may differ. 


company than the company is the ser- 
vant of the public—in fact, any man 
who does work for another, in any 
way, whether he is an agent or a com- 
pany official, is just as much a servant 
as any other. The term servant as 
accepted in its highest sense means 
‘* service,” and a man who sells his 
service is no more bound to respect 
the wishes of the purchaser of that 
service, than the purchaser is bound to 
respect the rights and privileges of the 
one who sells the service. There are 
two parties in every transaction, a 
buyer and a seller. This fact is true 
of service as it is of any other com- 
modity. The purchaser and the buyer 


are independent economic factors. 
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The contract which they make is the 
result of a bargain or a trade. A man 
may be a ‘‘ good and faithful servant” 
without sacrificing his right to think 
and act for himself, or to cooperate 
with his fellow man in the promotion 
of his own interests. 

If we are to recognize the right of 
self-defensive cooperation between the 
companies, then the eternal principles 
of a truth which is self-evident, com- 
pel us to accord the same right to 
Under the demo- 
cracy no set of citzens can havea right 
Theoreti- 
cally, and practically, all must enjoy 


agents. American 


not extended to another. 


the same privileges. If we are to 
allow to the companies the right to 
agree between themselves that they 
will not pay agents more than 10 per- 
cent commission, we must likewise 
allow agents the right to agree not to 


This 


would mean an antagonism of interests 


accept less than 20 per cent. 


between companies and agents, clearly 
and distinctly defined. And yet it would 
be a healthy one, because in thus set- 
ting force against force a fair degree of 
justice to all parties concernc«| would 
be produced. Antagonism between 
those engaged in different branches of 
the same industry is not necessarily a 
dangerous thing —certainly not if it 
brings about an improved condition of 


affairs which might never be secured 


> 


under the reign of ‘*harmony,’ 
There is a kind of peace which is de- 
moralizing, a species of harmony which 
is degrading. There would always be 
this kind of harmony if one party in a 
transaction submitted his will, in every 
respect, to. that of the other party. 
This, however, would not be economic 
freedom and would stand in the way 
of progress. 

So we say that it is not wise for the 
companies to charge their agents with 
antagonism because they have organ- 
ized for self-defensive purposes. It 
will only tend to make the feeling 
stronger and will certainly stand in the 
way of that real harmony, which we 
desire above everything else to secure 
between the company and the agency 
We do not be- 
lieve that the policy of compelling sub- 


forces of this country. 


mission, or of trying to take away the 
of the 
going to bring about that harmony. It 
for 


place 


economic freedom agent, is 


may be necessary some great 


struggle to take between the 
company and the agency forces before 
the former will recognize the great 
truth which underlies the agency move- 
We 
We have faith in the ability of the 


ment. hope and believe not. 
company managers to see beyond the 
restricted view which the ‘* Surveyor”’ 
has presented to them concerning the 


position of their agents. 














ANNUAL MEETING OF THE NATIONAL BOARD. 





The Statistics Presented on the Rate of Burning and the Expense Ratio— Expenses of 


Home Office Management on the Decrease. 


Interest in the annual meeting of the 
National Board-of Fire Underwriters in 
New York, May 14, centered in the pre- 
pared addresses and reports submitted. 
Of first moment were the statistics and 
deductions presented in the president’s 
address. Thechange in the method of 
reporting to the State departments made 
it difficult for the board to prepare its 
statistics, except by a special analysis of 
the statements of different companies. 
President Beath says: “‘ The method fol- 
lowed, however, in these tables, decided 
upon after consultation with several com- 
pany officials expert in compiling depart- 
ment statements, very closely agrees with 
the figures of underwriting loss or profit 
published in several insurance journals.” 

The number of companies comprised 
in the compilation is 145, 17 less than in 
1899. ‘The statistics show a premium 
income of $185,494,000 in 1902, and 
losses paid thereon of $97,950,000. 
The expense paid was $66,286,000. After 
figuring the increase in unearned premi- 
ums of some $15,000,000 and a decrease 
in outstanding claims of something over 
$1,000,000, an actual profit is shown on 
transactions in 1902 amounting to §$7,- 
434,000, or a ratio of 4.001 per cent. of 
premiums. Ona ten-year basis, however, 
a profit of .46 of one per cent. on pre- 
mium receipts is shown, indicating, as 
pointed out by Mr. Beath, that dividends 
paid to stockholders on their capital in- 
vested and additions to surplus have been 
drawn almost altogether from interest 
earnings. 

The interesting tables of ratios com- 
piled in connection with the president’s 
address show that the rate of premium in 


1902 was $1.15 as compared with $1.06 
the previous year. The rate of burning 
to each $100 of risk in 1902 was .4417 
per cent., a normal rate of burning, the 
average for the past five years having been 
.4522. This fact is very significant in 
view of the fluctuation in profit and loss, 
indicating, as this magazine has often 
contended, that the trouble in fire insur- 
ance to-day does not relate so much to 
the fluctuation in the rate of burning as 
to the rise and fall of rates under the in- 
fluence of competition. During the past 
five years the rate of burning in the 
United States has not varied four points. 
In the same period the rates of insurance 
have fluctuated from 96 cents to $1.15. 


¥ 
Decreasing Cost of Doing Business. 


The expense ratio for 1902, 35.73, is 
most gratifying as compared with the pre- 
vious years. In 1gor it was 37.45. In 
1898, five years ago, the ratio was 39.35, 
and since then there seems to have been 
a steady decrease in this ratio. An 
analysis of this ratio aud its component 


parts for the past five years will be inter- 


esting : 
Expense Commis- Management 

Year. Ratio. sions. Taxes. Expenses. 
1898 39-35 20.04 3.05 16.26 
1899 39.31 19.75 3-34 16,22 
1900 38.42 20.31 3-24 14.87 
190I 37-45 20.76 2.83 13.86 
1902 35-73 20.28 2.67 12.78 

This shows, as always, that the chief 


item of expense is commissions to agents, 
that taxes have slightly decreased, and 
that the expense of management is grow- 
ing less, notwithstanding the increased 
cost to the companies in the maintenance 
of a multiplying number of bureaus, indi- 
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cating a practical economy resulting from 
this form of co-operation. 

In speaking of the 25 per-cent. advance 
President Beath stated that as this was 
applied to certain unprofitable classes it 
actually produced an average increase of 
about 8.7 per cent. on premiums at large. 


¥ 


Work of the Committee on Legislation. 


In the report made by George L. 
Chase, chairman, reviewing the work on 
laws in connection with State legislation 
during the past year, the committee says 
that a large number of bills were intro- 
duced, but comparatively few passed. 
South Dakota passed anti-compact and 
valued-policy laws, Idaho an anti-co- 
insurance law, and Wyoming a resident- 
agents’ law. The anti-trust bill of Texas 
was amended, making it less onerous on 
the companies. The same state passed 
a bill compelling the companies contest- 
ing a loss to pay 12 per cent. additional 
in case they were unsuccessful in their 
defence ofa suit. 

In regard to the Arkansas situation the 
committee states that there would un- 
doubtedly have been an immediate sus- 
pension of business on the part of all 
companies if the law prohibiting the com- 
panies from belonging to rating associa- 
tions anywhere had been passed. In 
‘Tennessee the anti-co-insurance law was 
modified to make the clause optional with 
property-owners in cities of over 15,000 
population, and in Missouri the same was 
made optional in cities of 100,000 popu- 
lation or over. 

‘he committee especially deprecated 
the tendency to increase taxation, not 
only in the States, but in the cities and 
towns of the different States, and recom- 
mended, particularly in connection with 
this latter form of taxes, that there should 
be some concerted effort made to relieve 
the companies. One tax in a State should 
cover the price of doing business any- 
where within its borders. 

Chairman Chase referred to the fact 
that last year he kad presented statistics 
showing that the insurance companies had 
paid fees in 1901 to nineteen insurance 
departments, amounting to $484,000 in 
excess of the expense of conducting the 
same. Similar figures compiled in 1902 


for 21 states show an excess over ex- 
penses of $479,000. 

¥ 
Some Interesting Statistics. 

The committee on statistics, George W. 
Babb, chairman, presented its usual ex- 
haustive and valuable report showing in 
detail the losses in large cities. ‘The 
committee again called attention to the 
fact that it had not received all of the 
co-operation from the local agents in 
the collection of these statistics which it 
had been led to hope for by the National 
Agency Association. One of the most 
interesting features of the committee’s 
report was its comment on electrical fires. 
Fifty-two companies reported 3,690 fires 
due to electricity in 1902, or 2.18 per 
cent. of the total number of fires reported 
by the same companies. The amount of 
the loss due to these fires was $1,646,000, 
or 4.31 per cent. of the total losses re- 
ported by all the companies. Reports of 
previous years show that the percentage 
of electrical sons in I9OL Was 3.4 per cent. 
and in 1900 2.5 per cent. 

Mr. Henry H. Hall was elected president 
of the board for 1903. He is well quali- 
fied to occupy this position, not only by 
his training as an underwriter, but because 
of his continuous interest in the work of 


the National Board. In the past few 
years Mr. Hall has been particularly 
industrious in collecting information in 


regard to the cost of conducting co-opera- 
tive fire insurance organizations through- 
out the country, and at the meeting of the 
board he presented the following interest- 
ing comparisons between 1901 and 1902: 


State and general rat- 1gOl. 1902. 
ing assvciations. . $578,737-00 $679,747.58 
Inspection bureaus.. 202,420.00 229,409.86 
Local boards. -++2++ 525,710.00 674,786.23 
National organization 47,598.80 53.154 56 
$1,354.46 5: 80 $1,637,098.23 


Fire patrols........ 681,838.00 
ow 238.80 $2,315,935.23 
These comparisons are certainly very 
siggestive. While the purpose of the 
National Board in collecting this informa- 
tion is not declared, yet there is undoubt- 
edly a hope, on the part of the leading 
fire insurance company officials, that there 
may ultimately be brought about a cen- 
tralization of control of these different 
organizations which will result in a saving 
upon the item of expense. 











LEGALITY OF INDEPENDENT RATING BUREAUS UPHELD. 


The Court Decision in Kansas Sustains the Eldredge Rating and Inspection Bureau—In- 


teresting Analysis of Bureau Methods. 





The District Court of Shawnee County, 
Kas., has within a short time rendered 
an important decision affecting the stand- 
ing of independent rating bureaus under 
anti-compact laws. The case involved 
was that of the Kansas Fire Insurance 
Inspection Office, which is in charge 
of Charles E. Eldridge. The suit was 
brought by the state under the anti-com- 
pact law against the AZtna Insurance 
Company and others to enjoin them from 
purchasing or using the rate books of the 
Eldridge Bureau, and praying the Court 
to declare that there existed among the 
companies a combination contrary to the 
anti-trust law. 

The Court declined to recognize either 
contention, declaring that there was no 
evidence of any combination among the 
companies or their agents, pointing out 
several notable instances where competi- 
tion on rates existed. 

The most important part of the de- 
cision, however, related to the Eldridge 
Bureau. As is well known, these bureaus 
have been established in various states 
where anti-compact laws have been 
passed prohibiting joint action on the 
part of companies. It is merely the 
method adopted where one form of get- 
ting at a common understanding has been 
prohibited,to accomplish this result within 
the clear intent of the law. ‘The decision 
in this case, establishing the legality of 
these bureaus, and the statement of facts 
and the reasoning by the Court are so 
interesting as to warrant its publication 
in full: 

Charles E. Eldridge is the sole proprietor and 
manager of what is known as the Eldridge In- 


spection Bureau. He has compiled and published 


a fire insurance inspection report in book form, 
showing the physical conditions of insurable risks, 
and containing an advisory rate on said risks in 
various towns and cities in the state of Kansas. 
Eldridge is a practical insurance man and has had 
wide experience in the fire-insurance business. His 
inspection report or book shows the physical condi- 
tion, location and surroundings of each piece of 
property, sufficient to show the exposures or hazards 
in detail, and gives in addition thereto, his opinion 
as to what each particular risk should pay as an 
insurance premium. This book, so prepared by 
him, is sold to insurance companies and their 
agents, or any other person who may desire to 
purchase the same. Each of the defendant com- 
panies, through its local agent, owns one or more 
of these books. In some instances, the company 
purchases said book for its agents, and in other 
instances the agents individually purchase the 


book. 
the old Clarkson Rate Book, with some additional 


These books are substantially the same as 
information given. The rates of insurance fixed 
in said book are based upon the honest judgment 
and opinion of the author as to what rates should 
be charged upon each risk contained therein. 
Said book was prepared without consultation with 
the defendant companies or any of them, and was 
not intended to benefit the insurance companies, 
except so far as the companies would be benefited 
by having before them reliable information and 
the opinion of the author as to any risk under 
consideration, and is intended to be used and is 
used by insurance agents in connection with what 
are known as Sanborn maps or charts furnished 
by other persons or publishing honses. This 
inspection report furnished reliable information by 
which the insurance company or the holder thereof 
could learn in detail the physical condition and 
exposures of the pieces of property described 
therein, without going to additional expense for 
the making of further inspections and reports con- 
cerning physical hazard. 

In determining the rates which the defendant 
companies shall charge upon insurance risks, it is 
the usual practice of the local agent, in the first 
instance, to examine the Eldridge Advisory Rate 
Book for the purpuse of seeing what the judgment 
of the author is as to what rate of insurance pre- 
mium should be charged and to learn the physical 
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condition of the property. In many instances the 
insurance company, through its agent, adopts the 
rate recommended in said advisory rate book. 
There never was any agreement, arrangement or 
understanding between any of the defendant com- 
panies and Eldridge, before the issuance of said 
advisory rate book, that it should be issued or that 
the defendant companies were in any way obli- 
gated to purchase the same from him or to adopt 
The rates fixed 
in said advisory rate book are treated and consid- 


the rates therein recommended. 


ered, so far as the different companies are con- 
cerned, as merely advisory and serve the purpose 
of having before the company and its agents the 
judgment and inspection reports of an experienced 
insurance man as to the amount that should be 
charged for any particular risk. In some instances 
the defendant companies insured property at less 
rates than those recommended in the Eldridge 
Advisory Rate Book, and in other instances have 
written business at rates higher than those advised 
in said advisory rate book, or declined to take the 
business at the rates therein fixed. 

Eldridge keeps a general supervision over the 
insurance risks within said towns and cities, and 
as changes occur which would affect the insurability 
of such risks, he publishes and sends to the 
defendant companies and other purchasers of his 
book, printed reports designated as supplements, 
showing the changed condition of the properties, 
in which he recommends changes in the previously 


TEXAS AGENCY ASSOCIATION 
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advised insurance rate so as to make the rate cor- 
respond with the changed condition of the prop- 
erty. 
has been cutting of fire insurance rates, and at one 
time within recent years, what was known as an 


At several times in Shawnee County there 


insurance rate war, at which time considerable 
property was insured by one of the defendant 
companies at rates much less than those at which 
the insurance could be profitably carried. 

There is no agreement or understanding between 
the defendant companies or their agents in Shaw- 
nee County, by which fire insurance must be writ- 
ten at the rates fixed in the Eldridge Advisory 
Rate Book, and there is no agreement or under- 
standing between the defendant companies by 
which the rates fixed in the Eldridge Advisory 
Rate Book shall be adopted as the rates to be 
charged for fire insurance. 

The defendant companies do not now, and did 
not at the times alleged in piaintiff’s petition, by 
any combination, endeavor to regulate or control 
the cost of fire insurance in this county, and the 
rates for such insurance are not now and were not 
then controlled by the Eldridge Advisory Rate 
Book. 

The first insurance rates recommended by the 
Eldridge Advisory Rate Book are in the main fair 
and reasonable rates, and are made up by the 
author in the exercise of his best skill and judg- 
ment as a fire insurance expert, after personal 
examination of the properties had been made. 


AGAINST MULTIPLE AGENTS. 





At the annual meeting of the Texas 
Local Agents Association, held May 14, 
at Galveston, it was voted to request all 
the companies to appoint but one agent 
in any town of the state, and to discon- 
tinue all dual agencies existing, whenever 
the opportunity offers to do so, and agree 
not to appoint any more agencies in the 
future. It was decided to appoint a per- 
manent committee of five to supervise 
this question and to watch the action of 
the companies. The following important 
resolution bearing directly upon the mat- 
ter was passed : 

Inasmuch as the insurance companies justly 
exercise the right to appoint such agents as in 
their judgment will best subserve their interests, 
we believe that local agents have the same just 
right to discriminate in favor of the companies 
which show by their action that they have due 


regard for the general welfare of local agents. 


We believe that companies who appoint dual 
agencies act contrary to the best interests of local 
agents and the advancement of correct under- 
writing, and therefore we ask the permanent com- 
mittee appointed on “dual agencies” to fully 
acquaint the insurance companies with the views 
expressed in this convention, and that the said 


‘committee be further instructed to keep the local 


agents of Texas advised of the names of any com- 
pany or companies which may hereafter appoint 
dual agents. 

It was voted to appoint a special com- 
mittee to assist in’ enforcing the resident 
agents’ law. A resolution was passed 
favoring an increase of compensation to 
agents “‘ because of the increased cost of — 
living, which has been recognized by 
other large corporations, who have in- 
creased the wages of their employees, 
and also because the cost of properly 
conducting an agency has increased.”’ 











FIREPROOF RATES AND CONSTRUCTION IN NEW YORK. 


Genesis of Property Owners’ Demand for Reduced Charges — Severe Loss Encountered 
Under So-called Fireproof Building. 





The fire-insurance interests of New 
York City are just at present facing an 
agitation on the part of the owners of 
fire-proof buildings in favor of reduced 
rates upon this class of risks. New 
York City is today the great center of 
fire-proof construction. There are 
probably relatively more buildings of 
this kind in that city than in any other 
large city in the country. According 
to the records of the New York Fire 
Insurance Exchange there are 1300 
buildings classed as fire-proof under 
the schedules. Of these 300 are 
unprotected, that is to say, the fire- 
proof structure is exposed without fire- 
proof wrapping, such as is used in the 
case of a fully protected building. 
There are therefore 1200 protected 
and 300 unprotected fire-proof build- 
ings in New York City, upon which 
the present average rate charged is 
about 12 cents per annum on each $100 
at risk, with the co-insurance clause. 
low 
property owners are trying to secure a 


Notwithstanding this rate the 
reduction. 

The difficulty in this case seems to 
have arisen mainly out of the war rates 
charged by the companies following 
the dissolution of the Tariff Associa- 
At this time com- 


on fire-proof 


tion five years ago. 
petition reduced rates 
buildings down to a figure which was 
absolutely absurd, varying from eight 
to ten cents for five years. It is obvi- 
ous that it did not represent the cost of 
insuring this class of risks, and was so 
understood by the companies when the 
rates were named. Insurance was 
taken at this figure mainly to hold the 


business upon the books of the compa- 


nies, anticipating the expected restora- 
tion of rates which would enable them 
to recoup in the future. 

For the past five years therefore, the 
owners of fire-proof buildings 
obtained their insurance at an abnor- 
mally low figure, almost nothing in 
fact. Under the new 
renewal of these policies carries a very 
much higher rate, and the contrast is so 
sharp that the interest of the owners of 
these buildings has been excited and 


have 


schedules the 


pressure is being brought to bear upon 
the Exchange to modify the present 
charge, which as stated averages about 


12 centsa year. The situation reveals 


the reactionary effects of writing long- 


term insurance at unprofitable rates 


during periods of open competition. 
The term of years is so long as to lead 
the property-owners to forget the cir- 
cumstances under which they obtained 
their extraordinarily low rates. 

It is contended by leading under- 
writers that fire-proof buildings writ- 
ten at an average rate of 12 cents per 
annum do not yield a profit to the 
companies. This at any rate has been 
the experience of some of the large 
companies, and it is claimed that in all 
probability a combination of statistics 
will show that these results are char- 
acteristic of all companies. 

Just at this point of the agitation for 
reduced fire-proof rates a severe fire 
occurred in a so-called fire-proof build- 
ing in New York City, entailing a 
heavy loss and demonstrating very for- 
cibly the fatuity of placing too much 
confidence in the fire-resisting quatities 
of modern iron structures. 

The fire referred to occurred in the 
Roosevelt Building, at the corner of 
Broadway and Thirteenth Street, Feb- 
ruary 25th. It was an unprotected 
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iron structure, and the rate at the time 
of the fire was 23.3 cents. The essen- 
tial features of its construction are in- 
cluded in the following description : 


This building was erected in 1893; was 
eight stories high and basement; the floors 
of 6 in. segmental hollow-tile blocks, be- 
tween Io in. I beams and resting on double 
I2 in. girders; the lower flanges of the 
beams and girders however simply covered 
with metal lath, attached directly to the 
iron without any air spaces and plastered ; 
the whole supported by eight in. cast-iron 
columns wholly unprotected. The floor 
covering consisted of I in. boards on wood- 
en sleepers, concrete filled. The elevator of 
iron grille work, exposed, and along side 
of it the iron stairs with stone tread and 
landings on iron frame, without webs or 
other support. The floors divided off by 4 
inch terra-cotta partitions about 4 ft. high, 
on that, and extending to the ceilings, of 
sash windows of large thin glass, with 
openings in the partitions of wooden doors 
with thin glass sashes. Additional iron 
stairs with stone treads without web be- 
neath, in rear of building ; landings divided 
off by hollow-tile partitious, opening 
through wooden doors. Freight elevator 
in terra-cotta shafts with rolling steel 
shutters at each floor. 


The fire started about 4 a. m. on the 
sixth floor. It spread very rapidly 
and ascended the stairs, which, as 
shown in the above description, were 
not thoruughly cut off. The fire at- 
tacked the unprotected columns near 
the door, causing them to buckle. It 
ascended to the eighth floor and at- 
tacked the unprotected iron columns 


sustaining the roof. There were 
eighteen of these columns on this 
floor and five of them, which were in 
the immediate vicinity of the stair and 
elevator shafts, snapped off clean near 
the top, causing almost the entire roof 
to collapse. A portion of the roof in 
falling carried the stair landings to the 
bottom of the shaft.. A captain of the 
fire department lost his life by stepping 
into this hole. The balance of the 
columns on the eighth floor were bent 
or twisted. The eighth floor was car- 
ried through by the weight of the 
falling roof. 

The heavy damage in this case seems 
to have been due entirely to the unpro- 
tected columns and flimsily enclosed 
stairway and elevator shafts. It shows 
conclusively the necessity of separating 
shafts from the rest of the building by 
fire-proof construction, and also of 
enclosing all the exposed iron columns 
and girders in fire-proof protection of 
some kind. 

The circumstances of this fire are 
cited by underwriters as showing that 
insurance companies are by no means 
exempt from heavy damages under so- 
called fire-proof construction. The 
loss on this one building, $68,000, will 
make a very large hole in_ the 
premium receipts in New York City 
on fire-proof buildings at the present 
low rates. 





THE NEW AMERICAN AGENCY BULLETIN. 


The following articles abstracted from the first number of the ‘“‘American Agency Bulletin’’ 
will help the readers of this magazine to form an opinion regarding its general policy 


and purposes. 


What the Association Stands For. 

The National Association is an 
agents’ Organization, not a company 
organization in any respect. The in- 
terests of the companies in regard to 
rates, commissions, forms, practices, 
etc., are cared for through their own 
associations, in the control and legis- 
lation of which the agents have no 
part. The agency associations are 
formed to care for the interests of 
Whatever they may do in co- 


agents. 


operation with the companies for the 
interests of the latter is voluntary and 
not compulsory. If the agents assist 
their companies through their associa- 
tions they have.a right to expect reci- 
prosity for this service. There cannot 
be any just or efficient cooperation 
in which one party derives all the ben- 
efit, or any true compromise. in which 
one side secures all the concessions. 
The agency associations are not or- 
ganized to antagonize the companies. 
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On the contrary, their policy and their 
purpose is one of conciliation. To de- 
mand what is right, to request fair 
treatment, is not antagonism. To seek 
a recognition of their rights through 
compromise with the companies is the 
true policy of conciliation. Not to re- 
cognize the right of agents to organize 
for themselves is antagonism to the 
interests of the agents. Not to meet 
them in a spirit of concession is non- 
conciliation. 


¥ 
Rate Making by Agents. 

A good deal has been said in the 
past year about rating by local agents. 
It has been suggested to the BULLETIN 
that the following represents a safe 
policy which the National and State 
Associations can adopt: 


Resolved, That the National Association 
recognizes the right of the companies to 
name the rate at which they will sell their 
policies; that the companies alone possess 
a sufficiently wide knowledge of facts to 
determine the cost of carrying the different 
classes of hazards; that the agents possess 
knowledge in regard to the physical and 
moral hazards of risks, which makes their 
inspection and advice essential to the 
making of equitable rates; that a fair 
regard on the part of the agents for the more 
comprehensive knowledge of classification 
held by the companies, and on the part of 
the companies for tbe specialized local 
knowledge of the agents—will result in 
more cordial co-operation and mutual 
esteem between agents and companies, and 
place the agency forces of the country in a 
position where they can defend the tariffs 
established and prevent friction between 
companies and property owners. 


If there are any opinions to be ex- 
pressed upon this proposition we should 
be glad to have them sent forward to 
this office. 

¥ 


Attitude Towards Companies. 


The agency movement was not organ- 
ized in a spirit of antagonism to the com- 
panies in so far as they consider and 
respect the rights and privileges of fire 
insurance agents. The National Associa- 
tion is pledged to act upon all mitters 
with conservatism and due regard fur the 
great interests of the business. It seeks 
and invites the co-operation of the com- 
panies, and it has offered its services to 
them wherever it was possible, to pro- 
mote the interests of fire insurance. 

There is no disposition on the part of 
those identified with the agency move- 
ment to approach the companies in any 
other than a spirit of fairness. ‘hey be- 
lieve that their power for reform rests 
first upon persuasion, and that drastic 
action is not to be thought of except as 
a last resort, and then only. when such 
action is completely justified by the facts. 
No company, or group of companies, 
which proposes to treat its agents fairly, 
need fear that its interests will be jeop- 
ardized by the National Association, or 
its business attacked. The movement 
was organized, not to oppose such com- 
panies, but to defend the agent against 
companies which were not disposed to 
give due recognition to his rights and 
privileges. 





FOUR YEARS OF WORK AND SOLID GROUND. 





Some Reflections by the Publisher — How and Why Insurance Advertising Should Be 
Done — Our Platform Past, Present and Future. 





With this number is begun the fifth vear 
of the JOURNAL OF INSURANCE ECONOMICS. 
The publisher has the satisfaction of say- 
ing that after four years of struggle against 
adverse conditions, the magazine has been 
placed, financially, upon solid and enduring 
ground. 

At the start many wished us well and 
praised our efforts for higher journalism ; 
few believed that we would succeed upon 


the lines marked out; quite a number scoffed, 
doubtless with the friendliest intent, at our 
pretensions toward the practice of newer 
and better methods. 

Yet we are here, and here to stay. We 
have obtained what we sought—editorial 
and financial independence. It has cost 
much to secure it, but we are glad the sac- 
rifices were made. 

We invite comparison of the most search- 
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ing kind upon any point which is considered 
a test of success and merit in a high class 
insurance publication. 

During the past year we received from a 
friendly company official, the following 
note concerning this magazine, upon which 
we desire to make some comment: 

‘* While there cannot be two opinions concerniag 
the work of your journal I think you made a mis- 
take in diverging from the path you marked oat 
for yourself in the beginning. While it may not 
be practical, I nevertheless firmly believe that a 
trade publication should look to its subscribers to 
defray the expenses of publication rather than to 
depend upon advertising patronage for support.’’ 

There bas never been any departure 
from the policy marked out for this maga- 
zine at the start. Itis true that we secured 
almost no advertising to begin with. Our 
purpose was to establish a circulation be- 
fore seeking the patronage of advertisers; 
putting ourselves in a position where we 
could offer them legitimate values for their 
money spent. It cost money to do this, but 
we are nevertheless satisfied that the capi- 
tal was well invested. We can now solicit 
advertising patronage strictly upon merit. 
Personal friendship for the publisher or the 
financial needs of the editor cut no figure 
whatever in our advertising platform. The 
circulation of this magazine, both in num- 
ber and in character, makes its advertising 
columns of intrinsic value to those compa- 
nies which desire to use insurance publica- 
tions for advertising purposes. 

Insurance companies advertise in insur- 
ance papers and have done so for many 
years. We presume that they pursue this 
policy because they get some return there- 
for. The JoURNALOF INSURANCE ECONOMICS 
takes the position that so long as the com- 
panies do advertise, it wiil try to furnish 
them the very best medium for reaching 
insurance agents. If companies do not ad- 
vertise, and do not wish to buy advertising 
space for its own value, we do not expect 
them to do so for any other reason. We do 
not want advertising as a means of support 
or as a personal favor, or to help us along 
in any way. We have proved that we can 
get along without it. Our subscription list 
is large enough to render it unnecessary. 

Doubtless our policy in regard to adver 
tising created the impression that we in- 
tended to do without it. That was never 
the intention. During -a recent Western 
trip the publisher met one valued subscri- 
ber who said it was the common report that 


he was the possessor of an independent for- 
tune and publishea ‘Insurance Econo- 
mics’’ merely as a pastime. When the 
publisher said that all the money he ever 
possessed had been earned, and that he did 
not expect to have any he did notearn, the 
subscriber seemed pleasantly surprised. 

We cannot agree that a trade publication 
should depend upon its subscribers alone 
for revenue. Its claims for success and ad 
vertising patronage should rest upon its 
subscription list, but our idea has always 
been, and experience has demonstrated it to 
be true, that a trade publication, to main- 
tain editorial independence, must divide its 
sources of revenue, for the readers of these 
publications are just as much inclined as 
the advertisers to bring the pressure of 
their patronage to bear upon the editor. 
We are glad to say that this magazine has 
been successful in resisting the pressure 
from both sources, and that in this way 
only have we been able to maintain a non- 
partisan position. We have fortunately 
been able to preserve the balance of edito- 
rial independence between the varying in- 
terests of the business, and it would not be 
possible for the revenues of this magazine 
to be affected so adversely, either through 
readers or advertisers, as to influence its 
editorial independence. 

While from an artistic point of view we 
would like to publish a magazine without 
advertising, yet as a practical business pro- 
position for a non-partisan publication, we 
do not believe it would be wise. It is vur 
purpose to solicit advertising so long as the 


companies make a practice of using the 
columns of insurance journals for that pur- 
pose. We prupose to give them the very 
best medium for their uses. We stand first, 
last and always against the solicitation of 
advertising on any ground except that of 
circulation, for it is circulation which 
makes advertising of value to the pur- 
chaser. Our position upon this matter has 
had an important influence in changing the 
advertising situation fo: the better, and we 
are glad to have made that small contribu- 
tion to progress without any charge to the 
companies. 

This miagaZine now carries less advertis- 
ing than any other insurance publication. 
Probatly we shall coutinue to do so for the 
simple reason that our policy in this mat- 
ter has not been and will not be changed. 
We have steered through and around many 
rocks and pitfalls tor the purpose of attain- 
ing editorial ind2pendence, and we shall 
not sacrifice the strength and prestige which 
that position gives us. 

















Incorporated 1851 


The Massachusetts Mutual 
Life Insurance Co. 


SPRINGFIELD, MASS. 


Assets Jan. 1, 1903 
Liabilities . 
Surplus 


. $30,960,145.22 
28,354,119.97 
2,606,025.25 


Definite paid-up and cash surrender values 
written in every policy. 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Secretary. 


BOSTON OFFICE, 3{ Milk Street. 
FRED. C. SANBORN, Manager. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 
ROLAND O. LAMB, Vice-President. 
WALTON L. CROCKER, Secretary. 


None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men, 
FRANCIS MARSH, 
Manager for Eastern Massachusetts, 
John Hancock Bldg. - 178 Devonshire 3* 





The West's 
Greatest Insurance Paper 


“THE WESTERN UNDERWRITER” 


A weekly newspaper conducted on lines fol- 
lowed by the dailies. 
No Write Ups: 
No Puffs. 
No Paid Notices. 
No articles to encourage extra sales. 


413 Vine Street, 164 La Salle Street, 
Cincinnati. Chicago. 


Subscription Price, $2 per year. 





“Trust Thyself; 


every heart vibrates to that iron 
string.” If you have confidence 
in your ability to succeed as a 
seller, the rewards are equal to 
the difficulties to be overcome—if 
you have the art of persuading 
others, and can give satisfactory 
references as to your character 
and ability, it might be to your 


advantage to write me. 


GEORGE T. DEXTER, 


Superintendent of Domestic Agencies, 
The Mutual Life Insurance Company 
of New York, 


32 Nassau Street, New York, N. Y. 





-—(Cht—-- 


Columbian National Life 
Tnsurance Company 


BOSTON, MASS. 


INCORPORATED UNDER THE LAWS OF MASSACHUSETTS 


PERCY PARKER, President 
WM. BUTLER WOODBRIDGE, Gen'l Manager 





SUN INSURANCE OFFICE 


FOUNDED A. D. i710 


THE OLDEST PURELY FIRE-INSURANCE 
COMPANY IN THE WORLD. 


CHIEF OFFICE FOR THE UNITED 
STATES, COMPANY’S BUILDING 


54 PINE ST., NEW YORK 








Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 





WILLIAM R. PLUNKETT, President. 
JAS. M. BARKER, Vice-President. 
JAS. W. HULL, Secretary and Treasurer. 





This Company, with its fifty years of successful 
and honorable practice, its solid financial condition, 
its fair and liberal policies, all subject to the Non- 
forfeiture Law of Massachusetts, commends itself to 
both policy-holder and agent. 








> 
For circulars and rates address: 


F. J. FOSS, Manager, 


40 Water Street - - Boston, Mass. 





The 
Insurance Field. 


YOUNG E. ALLISON, 


Editor. 
A weekly newspaper 
covering the whole 
Field of Insurance, 


with particular atten- 
tion to conditions ex- 
isting in the Southern 
field. 

Published at Louisville, Kentucky, 
every Thursday morning. 


SUBSCRIPTION PRICE, $35.00 PER ANNUM. 





RIGHT 224 FAIR 


The right plans of Life Insurance, honest in 
purpose, correct in principle; fair methods of deal- 
ing with policy-holders and agents, impartial in 
treatment, just in settlements—all cardinal aims of 
the management of the UNION MUTUAL. 


Union Mutual Life Insurance Co. 
PORTLAND, MAINE 


FRED E. RICHARDS, President 
ARTHUR L,. Bates, Vice-President 


Good Agents always welcome; 
territory open for men of that stamp. 


Address either Epson D. SCOFIELD, Suft., 1110 
Am. Tract Society Bld’g, 150 Nassau St., New York 
City, or THORNTON CHASE, Sufi., 84 Adams Street, 
Chicago, Ill. 


Satisfactory 


*The Leading Fire Insurance Company of America” 





WM. B. CLARK, President. 
W. H. KING, Secretary. 
A.C. ADAMS, Cc. J. IRVIN, 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





FORTY-SECOND YEAR 


HOME LIFE INSURANCE COMPANY 


of New York. 
GEORGE E. IDE, President. 





Admitted Assets > ° ; $14,432,216 
Policy Reserves 3 e $12,025,748 
Dividend Endowment Fund 983,060 
Contingent Fund : 100,000 
Net Surplus “tn or gage ¢ $1,323,407 


Insurance in force, $65,258,568 





NATIONAL LIFE 
INSURANCE COMPANY 
OF VERMONT 


Joseph A. DeBoer, President. Osman D. Clark, Secretary. 
James T. Phelps, Vice-Pres. H. M. Cutler, Treasurer. 
James B. Estee, 2nd Vice-Pres. C. E. Moulton, Actuary. 
Dr. A. B. Bisbee, Medical Director. 
F. A. Howland, Counsel. 





This Company held January 1, 1903, and gained 
during the past decade: 


Assets $ 25,335,030.36; Gain, 1894. 
Surplus, 2,584,763.70; Gain, 1584. 
Insurance, 118,301,698.00; Gain, 1024. 
Sells the Most Modern, Profit-Sharing, Non-For- 


feitable Contracts of Life, Term, Endowment and 
Annuity Insurance. 


Good Agency Contracts for Reliable Men. 





JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St., Boston, Mass. 


JAMES A. WELLMAN, State Agent, 
Pembroke Building, nchester, N. H. 





GEORGE P. DEWEY, Gen’! Agent, 
33 Exchange St., Portland, Me. 
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